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PREFACE 

The fact that legislative proposals and investiga- 
tions originating in the states of New York and 
Illinois occupy a considerable place in this book does 
not alter the truth that excellent work has been done 
in other states — notably Ohio, Pennsylvania, Cali- 
fornia, New Jersey, Wisconsin, Massachusetts, and 
Connecticut — and that the importance of the subject 
of public relief of sickness is fully recognized 
throughout the greater part of the United States. 
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CHAPTER I 

THE PROBLEM OF SICKNESS AND POVERTY 

Because it is so easily understood that sickness 
causes poverty, and that poverty causes sickness, it 
may be thought that the problem of sickness and 
poverty consists in some way of breaking perma- 
nently the vicious circle. This is, however, beyond 
present hope. No one knows, for instance, how 
much sickness is not caused by poverty; yet this 
sickness causes poverty in its turn. Again, it is 
known that normally not more than a quarter of 
poverty — the meaning of poverty is that of a stand- 
ard of living which does not include the bare neces- 
sities of life — is caused by sickness; yet the other 
three-quarters cause sickness in their turn. In other 
words, new sickness not caused by poverty, new 
poverty not caused by sickness continue to flow in, 
and the vicious circle, as soon as it is broken, re- 
unites. In dealing with the direct relations of sick- 
ness and poverty, therefore, of course only pallia- 
tives are possible; but, on the other hand, this 

i 
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problem has one characteristic not shared by the 
problems of sickness or of poverty when considered 
by themselves. For being relatively much more spe- 
cific, it can be approached by a line of attack rela- 
tively much simpler. 

The best recent work in the United States on the 
subject of sickness and poverty is the work of the 
Health Insurance Commission created by the state 
of Illinois in 191 7. This work was ably and impar- 
tially directed, adequately financed, and, unlike the 
three best American surveys of the past, covered 
twelve months — from July, 1917, to July, 1918 — 
when Conditions of health and employment were 
good. Aside from an intelligent study of informa- 
tion previously collected in America and Europe, the 
distinctive feature of the work of the commission 
was a house-to-house report on each of three thou- 
sand families, consisting of over twelve thousand 
members, and living in certain blocks of the city of 
Chicago, so chosen as to be representative of the 
wage-earning population. The questions asked of 
each family included, among other matters, the 
amount of the family income, the total number of 
persons seriously sick, as well as the number of days 
lost through sickness of more than a week's duration 
by wage-earning members of the family, and the 
expense of said sickness in terms of lost wages and 
medical service. 

The average amount of the family income was 
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found to vary from about $750 to about $2,000 for 
"standard" families of five — a man, his wife, one 
child between ten and fifteen, and two children 
under ten. For families thus constituted a budget 
was calculated, so as to permit expenditures for only 
the plain necessities of life. In accord with the 
purchasing power of money in 1917-1918, this 
budget was placed at $850. In case of families 
otherwise constituted, the budget was correspond- 
ingly increased or decreased, so that the amount 
would conform to the same standard of living. In 
this way it was found that about one family in seven 
was living below the line of bare subsistence, and 
out of this number one- fourth of the families stated 
that sickness was responsible for their lack of income 
to buy plain necessities, or, in other words, their 
poverty. 

A little more than a fifth of the wage-earners, 
and more than a quarter of the non-wage-earning 
members of their families had been seriously sick 
during the year. The number of days lost through 
sickness of more than a week's duration was esti- 
mated at about four weeks per each wage-earner 
sick. But this varied immensely from case to case ; 
of those ill for over a week 65 per cent were ill for 
less than four weeks; 19 per cent between four and 
eight weeks; 7 per cent between eight and twelve 
weeks ; 6 per cent between twelve and twenty-seven 
weeks; 3 per cent for over six months. In more 
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than i% per cent of all these cases, the sickness 
even lasted over the entire year. "Sickness is a 
hazard/' says a report of a committee of the 
American Medical Association in 191 9 in this re- 
gard, "to which all are subjected, and to which many 
fall victims. Those who are disabled by sickness 
suffer losses of time and cost of care which varies 
from slight burdens, easily borne, to those which 
fall with crushing force on individuals and families. 
No one can foretell who are to be the victims of the 
disasters of sickness. The possible losses are not 
measurable for the single individuals or families, 
but may be readily measured for the entire group." 
The expense of sickness, of course, tended to 
vary with its duration. But the average wage-loss 
of about nine hundred wage-earners disabled for a 
week or more was found to be about $120. Spread 
over the earnings of the entire number of wage- 
earners in the families — 4474 — this sum represented 
an average loss of about $24 per wage-earner. The 
average earnings for each wage-earner per year were 
about $750. Therefore, the loss of wages caused 
by sickness represented a loss of about 334 per cent 
of wages per wage-earner; or, in other words, if 
each wage-earner had put about 3% per cent of his 
wages into a fund as insurance against sickness, 
there would have been no loss at all of wages — 
that is to say, no downward shifts of economic 
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status into poverty — caused by sickness of over one 
week's duration. 

This was not done, however. The Illinois Com- 
mission found that 20.9 per cent of all wage-earners 
lost wages on account of sickness, but that only 13.4 
per cent of those sick had received insurance pay- 
ments, while only 44.1 per cent of lost wages was 
paid as insurance. Moreover, it will be remembered 
that the annual incomes were calculated according to 
the constitution of each family — Class A, the better 
off, at $1200 up; Class B, the meager, at $850- 
$1200; Class C, the poor, at under $850. Now in 
the Class C families 29 per cent were sick (as 
against 24.8 and 23.8 per cent in Classes A and B) ; 
in the Class C families only 7.4 per cent of those 
sick received insurance (as against 15.8 and 12.1 
per cent in Classes A and B) ; in the Class C families 
the per cent of lost wages paid as insurance was 
only 15.5 per cent (as against 47.4 per cent and 
43.1 per cent in Classes A and B). 

The wage-earners, therefore, were almost always 
either uninsured or inadequately insured ; and those 
who most needed insurance, because most often sick, 
poorest, and nearest dependency were insured both 
least often and least adequately. It is, therefore, not 
surprising to learn that the Commission, in its 
separate study of institutional dependency, found a 
slightly larger number of downward shifts of eco- 
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nomic status into dependency (about three-eighths of 
all dependency) due to sickness, than the number of 
downward shifts of economic status into poverty 
(one-quarter of all poverty). Obviously there is 
some connection here with the question of the ex- 
pense of the insurance available. 

The attempt to estimate the cost of medical 
service, it should be carefully noted, was far from 
equally successful. What was actually spent on 
medical service was estimated at about twenty-five 
cents added to every dollar of lost wages in sickness 
of over a week's duration, plus the cost of medical 
service in cases where the illness was not serious, and 
plus the cost of medical service to dependents. Data 
sufficiently complete on the cost of medical service 
were not obtained. The medical service received 
was of all kinds; sometimes it was free and ade- 
quate, sometimes the one but not the other, and 
sometimes neither. Sometimes there was none at all. 

Now it is not impossible that some painstaking 
commission may arrive at approximately accurate 
figures for actual money spent on medical service by 
earners of wages and small salaries such as those 
investigated in Chicago. But, compared with the 
estimate of the cost of wages lost by sickness, the 
calculation would be relatively valueless. For such 
a calculation would represent neither the service re- 
ceived nor the service required: not the service re- 
ceived, for an immense amount of free service, the 
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value of which cannot be calculated, is given by 
hospitals, dispensaries, clinics, and associations of 
visiting nurses ; not the service required, for neither 
the free service nor the paid service is often ade- 
quate. The free service is usually under-manned 
and hurried; the paid service usually varies from 
fair to bad service by general practitioners, to service 
by ignorant quacks or patent medicines. 

There are here evidently two pretty sharply de- 
fined subdivisions of the problem of sickness and 
poverty — the question of the expense and adequacy 
of available insurance against the wage loss caused 
by sickness, and the question of the expense and 
adequacy of available medical treatment. These 
two subdivisions of the problem require separate 
attention. 



CHAPTER II 

AVAILABILITY OF ADEQUATE MEDICAL TREATMENT! 
DISPENSARIES AND HOSPITALS 

What is adequate medical treatment ; to what ex- 
tent is it available, and how much does it cost ? 

Let us suppose that a rich man, living in a city, 
falls sick. First, he may send for a physician. His 
symptoms, let us suppose, may, in the physician's 
opinion, very probably represent nothing important, 
but improbably something serious. Knowing, how- 
ever, that his patient wants the best treatment in the 
most comfortable way, irrespective of the expense, 
the physician may recommend that a specialist be 
sent for. The physician does this because he knows 
that competent treatment is impossible without com- 
petent diagnosis, which frequently requires consulta- 
tion with specialists. In addition to the specialist's 
visit, certain laboratory tests may be made, and 
several X-ray photographs taken. As a result of 
these examinations, it may be thought best to con- 
sult a surgeon. Finally, the patient may be unani- 
mously advised to undergo a slight operation in 
hospital, which the surgeon performs. Let us sup- 
pose that the rich man recovers. 

8 
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This represents adequate treatment, for the pa- 
tient enjoys the full benefit of the collective scientific 
knowledge of the medical profession, combined with 
the collective diagnostic resources of a city's medical 
institutions. But the system is wasteful. In the 
first place, the physicians go to see a man who could 
have gone to see them. In the time lost by this 
visiting, they might have seen many patients apiece. 
In the second place, the upkeep of separate offices, 
automobiles, etc., and of many separate scientific 
facilities, is an expense which must be met by high 
fees from those who can pay high fees. For this 
reason, therefore, adequate medical treatment is in 
this uneconomic fashion available only to the rich. 

Nor is it available even to the rich, except in cities. 
In rural districts, for instance, it is practically never 
to be had. There the country practitioner makes his 
way about, sometimes through snowdrifts, often 
dispenser of medical charity to his neighbors of the 
countryside. To them he gives the medical treat- 
ment which his father and theirs recognized as 
adequate, but which he himself knows well enough 
to be by modern standards adequate no longer. For 
him there are no consultations with specialists, no 
laboratories or hospitals nearer than many miles. 
Where others can positively confirm, he guesses. A 
young doctor in taking up country practice to-day 
cuts himself off from modern medicine. No wonder 
he seldom does so. 
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Now let us suppose th^t a man not rich, also living 
in a city, falls sick with the same symptoms which 
the rich man had. 

(a) He may have read the advertisement of a 
patent medicine claiming to relieve many symptoms, 
among which he thinks he can identify his own. 
Possibly he goes to a drug store and buys a bottle 
of this medicine. In that case, of course, he gets, 
at the best, medical treatment of no value whatever. 

(&) Or he may consult a quack. A quack is 
dangerous, because he often tries to persuade 
patients — just talking is the quack's long suit — that 
with each visit, profitable to him, they are improv- 
ing. Then, if finally alarmed at a condition which 
from the first he never understood, he usually tries, 
out of the fear of legal consequences, to get rid of 
a patient, sometimes when it is too late. Treatment 
from quacks is much worse than inadequate. 

(c) Or, if insured in a fraternal order, trade 
union, foreign benefit society, or establishment fund 
which supplies a doctor's services to its members, he 
may go to him. 

These services, as a matter of fact, are rarely 
supplied, and when supplied, are almost invariably 
inadequate. Doctors employed by organizations of 
the kind mentioned above contract to serve members 
at so much a head, at very low rates of pay, and 
give correspondingly insufficient services. Efficient 
doctors are naturally not attracted to this sort of 
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service. The wage-earner's low opinion of these 
doctors may be noted. Said Delegate Curtis at a 
meeting of the New York State Federation of Labor 
in 19 1 8, "I have heard other brothers mention the 
doctors they have had. I want to compliment the 
brother of this organization which has two good 
doctors, because my experience — well, I wouldn't 
like to say what it has been as far as the doctors are 
concerned. If there is any organization that has 
two good doctors, it is to be highly complimented/ ' 
Among low-paid contract doctors adequate service 
is not to be expected. It is fair to say, however, 
that an entirely different and higher grade of service 
is occasionally given in those establishments in which 
the employer pays all or a considerable part of the 
cost. 

(d) Or he may go as a private patient to a doctor 
in private practice. 

There is no question as to the high ethics of the 
medical profession. It is not well paid, as profes- 
sions go; it gives away its services more often than 
other professions. But even in cities the majority 
of doctors are not connected with any hospital or 
other medical institution, and are thereby handi- 
capped by being out of touch with these centers of 
medical progress. 

Any doctor, however, after examining the patient, 
may come to the same conclusion as the rich man's 
doctor — that is to say, there is probably not much 
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the matter, but improbably there may be. But 
inasmuch as the expense of such a diagnosis as the 
rich man had, under the conditions in which the 
rich man had it, is obviously out of the question, the 
doctor is placed in a quandary. He may either keep 
the patient under his own care and surveillance — for 
which the patient is prepared to pay something— or 
he may recommend him to go to the hospital out- 
patient department (for patients who can walk), if 
there is one and if it is competently managed, to 
have his case diagnosed and treated there. This 
means losing a patient, whom, from the point of 
view of supporting his own family, he can perhaps 
ill afford to lose. Out-patient department service, 
moreover, is almost always free; and the patient, 
who is no charity patient, may not like that — he may 
simply go to another doctor, to a quack, or to the 
drug store. For all these reasons there is, on the 
part of many doctors, a not unnatural tendency to 
keep the patient, which may end in keeping the 
patient too long for his own good. 

(e) Let us now suppose that the patient went, or 
was sent, at once to the out-patient department of 
the hospital. All such, however, do not always give 
adequate treatment. Our patient, for instance, 
might be obliged to wait, standing up, perhaps, for 
a long time. He might then see the doctor in the 
general medical clinic on one of the many days when 
that doctor had been hurried and overworked and 
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was at the moment late for a private appointment 
somewhere else. The patient might in that case be 
sent away with a mild prescription of some sort 
which would not do him any good. He would not 
be likely to return to that or any other out-patient 
department. He would probably have lost his last 
chance for estimating the value of adequate medical 
treatment. 

(/) Or our patient might go to an out-patient 
department which was so managed that the patients 
were not kept waiting too long nor the doctors too 
much hurried. In that case he might be referred 
from the doctor in the general medical clinic, where 
he was first examined, to a special clinic held by the 
same specialist who had been sent for to the rich 
man's home. There might follow the same labora- 
tory tests and X-ray photographs as in the rich 
man's case, after which the patient might be referred 
to the surgical clinic, held by the same surgeon who 
had attended the rich man. Meanwhile, the doctor 
in the general medical clinic might continue to see 
the patient, just as the rich man's private physician 
continued to see his patient. As a result of con- 
sultation between this doctor, the specialist, and the 
surgeon the same operation might be advised. It 
might be, however, that there was no available bed 
in the hospital for which this patient could pay. 
This is a frequent occurrence in many cities, result- 
ing in delay, which is often dangerous. 
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(g) Or, provided there was a hospital bed avail- 
able, our patient might be operated upon by the 
same surgeon who had operated upon the rich man, 
and would have an absolutely equal chance of re- 
covery. It is to be noted that in this case a man 
not rich would receive not only the same treatment 
as a rich man, but frequently from the identical 
physicians. The only difference would be that he 
would meet them in a charitable institution instead 
of in private practice, and that the service would be 
free, or at nominal cost, the institutions being of a 
charitable character, and the rules being that no 
treatment, no matter how expensive, should be re- 
fused to a patient, even though moderately well-off, 
who could not afford to pay for it at private rates. 
Probably the patient's only regret would be that he 
had not been allowed to pay according to his means, 
instead of receiving a free gift. But this is only 
possible in the still comparatively rare — though de- 
veloping — out-patient departments conducted neither 
for profit nor as charity, but to break even, and 
known as pay clinics. 

This, when it is to be had, is adequate medical 
service, but how often is it to be had? Let us try 
to get a slight idea, therefore, what a good out- 
patient department of a hospital is, how it is run, and 
to what extent this service, combined with hospital 
service, is available. 
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OUT-PATIENT DEPARTMENTS (AND DISPENSARIES) 

Out-patient departments of general hospitals and 
"dispensaries'' are practically the same thing, the 
difference being that an out-patient department of a 
hospital is part of that hospital's organization, while 
a dispensary makes arrangements with hospitals to 
refer to them patients needing hospital treatment. 
Both treat patients who are able to walk, or "ambu- 
latory" patients. The tendency is now, however, 
toward relative increase in out-patient departments 
of general hospitals, owing to the obvious value of 
the closer organization. 

Dispensaries were always free, as they still are, 
generally speaking, now; but originally they gave 
nothing which a private practitioner could not give, 
because the extent of medical knowledge used to be, 
to all intents, within a private practitioner's capacity. 
But while the charity idea still persists, it has been 
modified in several respects, chiefly because it is well 
recognized that out-patient departments can give a 
collective service which no single private practitioner 
can give, and because these services are so expensive 
at private rates as to be beyond the means of people 
not ordinarily considered poor. 

The principle on which most out-patient depart- 
ments are run is that a patient will be given any 
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treatment for which he cannot afford to pay at 
private rates, irrespective of his means. Practically 
speaking, patients are almost never denied treatment 
at all, since the number who try to take advantage 
of medical charity has been proved by actual ex- 
perience to be negligible. 

An out-patient department consists of a number 
of clinics strictly and economically organized under 
a single head, economically using all scientific facili- 
ties in common, and combined with certain auxiliary 
services. The clinics may be ranged in groups ac- 
cording to their importance : 1 ( i ) medical, surgical, 
and children's; (2) nose, throat and ear, eye, and 
dental; (3) neurology, genito-urinary, gynecology, 
orthopedics, dermatology, tuberculosis. The num- 
ber of clinics and extent of auxiliary service ought 
to depend on the needs of the community and the 
availability of specialists for each clinic. The 
auxiliary services may be: (1) general executive 
work and supervision, (2) admission and registra- 
tion of patients, (3) nursing, (4) social service, 
(5) clinic management, (6) clerical service. Social 
service means the work of a trained person to see that 
home conditions, etc., are such that the treatment 
advised by the doctor may be carried out — work of 
a varied nature including such measures as assuring 
advised hospital care, supervising hygiene, aiding in 
diagnosis by investigating medical-social history, etc. 

1 Davis and Warner, "Dispensaries." 
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The possibilities, therefore, of out-patient de- 
partments are elastic. They have to be. For if 
there are no doctors able or willing to serve clinics, 
there will be no clinics ; or if the community is too 
small, too poor, or too ungenerous to provide the 
necessary funds, the out-patient department will be 
inadequate, or there will be none at all. This brings 
us to the question of expense. Out-patient depart- 
ments, even more than hospitals, are almost always 
supported by private endowments and private gifts ; 
almost all the doctors give their services free in any 
case ; at the best, continued support is always prob- 
lematical. It is natural, therefore, that the best 
conditions are to be found in the richest and largest 
cities. Insufficient support is the main reason why 
out-patient service is so often hurried and under- 
manned, sometimes inconsiderate of the patient's 
feelings, sometimes unpopular, and for these reasons 
sometimes inadequate. It is also the reason why 
doctors working there are so very seldom paid. 

However, dispensaries and out-patient depart- 
ments in the United States tripled in number in the 
first decade in this century, and doubled all over 
again between 19 10 and 19 16; in that year there 
were probably one thousand in existence, the big 
increase being in those, which we have been glancing 
at, of a general type, and in 191 8 it was estimated 
that between twelve and fifteen million visits from 
between four and five million individual patients 
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were being made annually. The expense averaged 
about forty cents per visit. In adequacy, of course, 
this treatment must have varied greatly. 

But fundamental obstacles to an even more con- 
siderable extension of the service remain. These 
are : Lack of competent physicians in a locality ; lack 
of financial support, and failure to pay doctors. 

So far as the lack of competent physicians is con- 
cerned, this is either a problem of rural districts or 
of those small cities not having hospital facilities, or 
the right sort of hospital facilities, to attract compe- 
tent physicians. 

Lack of financial support, however — and in lack 
of support is included the failure to pay doctors — is 
the main reason why there is not more, and more 
adequate, out-patient treatment. Lack of support 
prevents many hospitals from establishing out- 
patient departments, or if they do, causes that service 
to be hurried and undermanned, and thereby both 
inadequate and unpopular. 

Nevertheless, the point is that in the out-patient 
department we have an institution which in many 
cases actually does give adequate treatment to ambu- 
latory patients — that is, to the enormous majority of 
all sick people — at a moderate average cost to the 
institution, which was estimated in 191 8 at an 
average of fifty cents per visit if the doctors are 
not paid, or one dollar a visit if they are. This is 
the only way in which adequate medical treatment 
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can be made generally available. The question is to 
what extent the public is prepared to meet the cost. 

But the public need not meet the whole cost — 
whether voluntarily or by taxation — and this brings 
us to the institutions known as pay clinics and pay 
dispensaries. Pay dispensaries (out-patient depart- 
ments) are usually the same free dispensaries— or, 
as a matter of fact, principally at the present day 
only certain clinics of the free dispensaries— con- 
tinued, for the convenience of wage-earners, usually 
at night, on a pay basis. They are run neither 
charitably nor for profit, but to break even; the 
doctors are paid, but at a rate which excludes the 
necessary expenses of private practice, figured at 
about 50 per cent; patients are charged the actual 
cost of treatment (usually not over one dollar per 
visit). Where the treatment is beyond the patient's 
means, pay clinics may accept from him the amount 
which he can pay, just as a private practitioner 
may do. 

The pay dispensary is still in process of develop- 
ment. It is still under discussion in many institu- 
tions already giving free service. It is popular with 
the great majority of patients who cannot pay the 
price of medical treatment at private rates, but who 
can and would like to pay something. It is not so 
popular with those doctors who fear, not that the 
medical profession as a whole will lose income— f or 
the patients in any case pay only what they can — 
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but that the income from those patients will go to 
certain doctors rather than to certain other doctors, 
in which latter class they themselves may possibly 
be found. But if there were enough pay dispen- 
saries to find employment for all, or almost all, the 
doctors, this objection would be removed. "The 
cure for the competition between pay clinics and 
private practice, ,, say Davis and Warner in their 
book on dispensaries, "so far as it exists at all, is 
more pay clinics." It may be said here that the 
development of pay dispensaries, in connection or 
fused with free dispensaries, is a prime necessity in 
making available adequate medical treatment to the 
public, and the principles on which such a develop- 
ment may be based will be considered in a later 
chapter. 

Some other kinds of dispensaries exist which need 
not be discussed here, but we must say a word re- 
garding the so-called public health or preventive 
clinics. The number of these has tremendously 
increased (from twenty in 1904 to thirteen hundred 
in 1 916, exclusive of industrial clinics). They in- 
clude, for instance, "well-baby/' school children's, 
tuberculosis, dental, industrial, and venereal disease 
clinics. Most give principally advice rather than 
treatment, and in all cases the emphasis is upon 
prevention. In the case of venereal diseases, pre- 
vention and treatment have been acknowledged as 
coming to the same thing, and an expensive treat- 



MEDICAL TREATMENT 21 

mcnt has been given free, and supported by taxes. 
But the fact is that prevention and treatment of 
diseases are usually inseparable. As this fact be- 
comes more generally recognized, as indeed it is 
every year, there is bound to be a new attitude 
toward the amount and character of support for out- 
patient departments of general hospitals, as well as 
for hospitals and all other medical institutions which 
serve the public ; and then so-called preventive agen- 
cies and so-called remedial agencies will tend to 
coalesce. 

HOSPITALS 

In conclusion we must glance for an instant at 
the hospital situation. 

Hospitals were originally medical hotels, chiefly 
for the poor; to-day they are highly organized scien- 
tific institutions used by rich and poor alike. While 
they serve only a relatively small proportion of the 
people who need medical treatment, they are indis- 
pensable in the majority of cases involving treatment 
of serious disease. 

The places in the United States which have the 
most sufficient hospital facilities are the largest cities. 
In the United States in 19 19 there were 3.6 beds per 
1000 population (exclusive of mental and nervous 
cases), but in Illinois, for instance, the figure in 
191 7 was 4.4 in Chicago, but only 2.2 for the rest 
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of the state. In England and Wales, in 1915, the 
figure was 4.9 (exclusive of lunatic asylums, tuber- 
culosis institutions, or convalescent and nursing 
homes), but it is not certain that American and Eng- 
lish figures are comparable. At any rate it can be 
stated that in America the largest and richest centers 
of population are the communities which most nearly 
approach ideal conditions, while the smaller centers 
of population are relatively worse served, and are 
sometimes destitute. In places where hospitals are 
non-existent or inadequate, there is a noteworthy lack 
of surgeons and medical specialists; in fact, there 
can be said to be no modern medical service at all. 
This state of affairs undoubtedly goes far to prevent 
small centers of population from being much health- 
ier than the larger and more crowded cities, as 
they naturally should be. 

Moreover, those hospitals which do exist outside 
the large cities are less generously supported. The 
vast majority of all hospitals depend on voluntary 
gifts and endowments, although a few are supported 
by taxes, and a few others receive public funds for 
the care of the legal poor. But where a hospital is 
not supported by public or private gifts, it must be 
run on a profit or close its doors. Outside the large 
cities, therefore, (and less often in them also) beds 
may be vacant at the same time as people needing 
those beds are sick, because these people cannot pay. 
Principally for that reason, it was found that in 
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Illinois about 40 per cent of general hospital beds 
in large cities were annually vacant, while in smaller 
places this figure ran to about 53 per cent. The 
problem of the hospital, like the problem of the out- 
patient department, is chiefly the problem of support, 
or in a larger sense, the problem of public support 
for a complete and adequate medical service to those 
who cannot afford it. 

We have now seen some reasons for the very 
limited value of the Illinois Commission's estimate of 
the cost of medical treatment to the 12,000 members 
of the typical Chicago wage-earning families. For 
the character of the medical treatment which they 
received seldom had any relation to the price which 
they happened to pay for it; and adequate medical 
treatment was seldom available to them at any 
price at all. 



CHAPTER III 

AVAILABILITY OF VOLUNTARY INSURANCE AGAINST 

SICKNESS 

Let us now turn to the question of the availabil- 
ity of voluntary insurance against loss of wages due 
to sickness — insurance which very rarely includes an 
almost always inadequate form of medical service, 
which has already been mentioned, and which may 
now be ignored. Why was so little insurance 
against loss of wages due to sickness taken out by the 
4474 wage-earners examined by the Illinois Com- 
mission, and why was it so inadequate? 

In the first place the Commission found that while 
23.7 per cent of the wage-earners reported them- 
selves insured, only 13.4 per cent of those losing 
wages for more than one week recovered insurance. 
In the second place, as we have already seen, al- 
though the incidence of sickness was found to be 
greatest among those with deficient incomes, never- 
theless, the proportion of those receiving insurance 
was least where the incomes were least. Finally, the 
Commission found that out of the whole sum of 
wages lost by wage-earners through sickness during 
a year, only 5.9 per cent was paid back as insurance, 

24 
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Turning now to the question of adequacy, we find 
that the average time during which benefits were pay- 
able was only about thirteen weeks in all carriers. 
Standards of adequacy in this respect demand a 
time limit of not less than twenty-six weeks, which, 
as we have seen, would have covered the whole time 
of sickness of 97 per cent of the wage-earners ex- 
amined by the Illinois Commission. As to adequacy 
with respect to the proportion of wages to be re- 
covered by insurance, we have seen that between 40 
and 50 per cent of wages was recovered by the bet- 
ter-off wage-earners insured, while only 15 per cent 
was recovered by the poor wage-earners, who actu- 
ally needed a relatively larger proportion. Stand- 
ards of adequacy with regard to the amount of bene- 
fits are rather hard to define, but it is usual to ex- 
press adequacy in terms of the proportion of wages 
to be paid as insurance, and the figure generally ac- 
cepted is between half and two-thirds of wages, ex- 
cept that in the case of very high wages, the pro- 
portion may be reduced, and in the case of very low 
wages, increased. Therefore, the insurance of even 
the better-off wage-earners, being less than one-half 
of their wages, was not altogether adequate, and the 
insurance of the lower paid wage-earners wholly 
inadequate. 

Both in point of the number of insured and the 
adequacy of insurance the above state of affairs is 
obviously unsatisfactory. Why is this so? 
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"There are a number of reasons," says the sum- 
mary statement of facts of the Illinois Commission, 
"why sickness insurance is less extensively found 
than life insurance and death benefits. One of these 
is that the organized business of health insurance 
has developed more recently than the organized life 
insurance business. It has not been so frequently 
called to the attention of prospects and advertised. 
Another is that the risk of sickness does not make 
such strong appeal as the risk of death. A third 
reason is found in the administrative difficulties 
which have been experienced in providing such in- 
surance. The organizations which, because of simu- 
lation or malingering, have discontinued or limited 
their writing of health insurance are by no means 
few. A fourth reason is found in the fact that, 
except in a majority of establishment funds and a 
few other instances, the entire cost has been borne 
by the insured, and when the cost is undivided, the 
necessary premiums are heavy. For example, many 
labor organizations have regarded the cost as pro- 
hibitive, Le.y their members regard necessary dues 
as too heavy. A fifth reason is found in the fact that 
most organizations providing loss of time indemni- 
ties or sickness benefits have had and have restrictive 
rules, designed to protect their funds against those 
whose insurance would involve greatest risk. And, 
finally, most of the insurance has provided rather 
meager benefits and these usually have been limited 
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to a comparatively short period — most frequently to 
thirteen weeks in the year, with the result that it has 
been less attractive than it would have been with more 
ample benefits. Most wage-earners have never had 
sickness insurance ; many of those who have had it 
have left the union, or the establishment or the so- 
ciety providing it, or have failed to renew their poli- 
cies by paying the premiums when due." 

Now regarding the discrepancy between the per 
cent of those reporting themselves insured against 
sickness and the per cent of sick who actually re- 
covered insurance, it is obvious that the restrictive 
rules referred to above are a dominating factor. Bad 
risks were evidently refused. The obstacle of ex- 
pense is equally obvious in the case of the uninsured 
or underinsured wage-earning members of the fami- 
lies with deficient incomes. A wage-earner who must 
go without some of the necessities of life is natur- 
ally more likely than another to go without insur- 
ance against sickness, just as he is more likely to go 
without warm clothes. These are general prin- 
ciples. But the fact remains that over three-quarters 
of all wage-earners were found to be uninsured, 
that only 5.9 per cent of the whole sum of annual 
wages lost on account of sickness — an insignificant 
amount — was recovered by insurance, and that when 
insured they recovered less than half their wages 
for only thirteen weeks. Let us examine, therefore, 
the various types of voluntary insurance carriers, 
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in order to see to what extent the various obstacles, 
which have just been noted in the Commission's 
summary statement of facts, operate separately in 
each one against a more universal extension of the 
business of insuring — and insuring adequately — 
against sickness. These carriers are: Fraternal 
orders (carrying 38 per cent of those insured), 
trade union benefit systems (21 per cent), foreign 
benefit societies (3 per cent), commercial companies 
(21 per cent) and establishment funds (17 per cent). 
In examining these various types of carriers let 
us take a wage-earning member of a family above the 
poverty line — it will be recalled that these are at 
least seven times the more numerous — and a member 
of the deficient income, or poor, families, and let 
us look into the chances of these two individuals 
with regard to getting adequately insured against 
sickness with the various carriers. Let us begin 
with the fraternal orders. 

FRATERNAL ORDERS 

Undoubtedly the fraternal orders are the leading 
carriers of insurance against sickness to-day all over 
the United States. It will be remembered that 23.7 
per cent, or about one-quarter, of the wage-earners 
examined by the Illinois Commission reported them- 
selves as insured against sickness. Of this number 
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about 38 per cent carried their insurance with fra- 
ternal orders. 

The principal business of the fraternal orders, 
however, is life insurance, in which activity they 
are the nearest competitors of the commercial com- 
panies. An idea of the size of their business may 
be given by the fact that at the end of the year 
1 91 7 there were in the United States nearly seven and 
one-half million certificates of life insurance of fra- 
ternal orders in force, to the amount of over nine 
billion dollars. The membership of the fraternal or- 
ders is, of course, only partly composed of wage- 
earners. 

Now in writing insurance against sickness the fra- 
ternal orders found themselves from the first at a 
relative advantage over their commercial competitors. 
For fraternal orders have two sides : they are insur- 
ance organizations ; but they are also fraternal clubs. 
This latter side not only reduces the expense of ad- 
ministration — for fraternal services are given cheap 
— but also is some protection against simulation of 
sickness or malingering, on the part of individuals 
who wish fraudulently to acquire insurance pay- 
ments against sickness at a time when they are not 
really sick at all. For where people who are in- 
sured in a common insurance fund know each other 
socially they generally find out, and do not allow 
malingering on the part of individual members which 
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acts to the detriment of all. Among the scattered 
individual policyholders of a commercial company, 
in which these holders have no common interest, 
the danger of malingering is so great as to prevent 
the writing of insurance against sickness except in 
the case of choice risks. But even in the case of 
fraternal orders, where there is a central fund ad- 
ministered by the grand lodge, the danger, though 
less, exists because the common interests of the 
local lodges in the central fund are not sufficiently 
apparent. Only in the case where each local lodge 
administers its own fund does the danger almost 
wholly disappear, but in this case there is the diffi- 
culty of having a membership too small to base sat- 
isfactory calculations on expected sickness. Never- 
theless, the relative advantage of the fraternal or- 
ders over their commercial competitors in writing 
insurance against sickness is to be found not only 
in the greater cheapness of administration, but also 
in the fact that all the difficulties of administration, 
including the danger of malingering, decrease as the 
common interests between carrier and insured in- 
crease. Yet the advantage of the fraternal orders 
remains only relative; insurance against sickness 
is an unimportant side-line with them compared 
with life insurance, and reasons must be shown for 
this. 

Let us now take our two wage-earners, and see 
what chance each one has of getting adequate in- 
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surance against sickness with a fraternal order. 
Let us first consider the one with a deficient income. 

He must, to begin with, find a lodge whose dues 
he can manage to pay, and this he probably cannot do, 
for fraternal orders are seldom organized for the 
convenience of wage-earners with deficient incomes. 
A club he cannot afford; and he can easily get his 
$100 life insurance policy from an industrial insur- 
ance company, to cover his burial; the fact that he 
considers this a prime necessity is shown by the fact 
that between forty and fifty million people are so in- 
sured in the United States for small amounts. Fra- 
ternal orders are almost always too expensive for the 
deficient income class, and these must seek insurance 
against sickness elsewhere. 

Now let us take our better-off wage-earner. He 
can probably find a lodge whose dues conform to his 
income, and where he can get both the sort of life 
insurance policy and the sort of social life which he 
finds compatible. But he may not be able to join 
this lodge, or at least to carry insurance of any sort, 
on account of (1) age, (2) physical disqualification, 
or (3) occupation. For these reasons many wage- 
earners cannot purchase fraternal insurance, a fact 
which must not be lost sight of. 

Let us, however, suppose he joins. He may find 
that his lodge does not deal in insurance against sick- 
ness — for instance, because the grand lodge is afraid 
of malingering, or because, for this or for some other 
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administrative bother, insurance against sickness is 
discouraged. Both cases are frequent, while dis- 
couragement takes the form of not pushing, or of 
restrictive rules which only a few choice risks can 
surmount. 

In spite of all these difficulties, which are all 
phases of the difficulties of administration, a good 
deal of insurance against sickness is written by fra- 
ternal orders. Were it not for a difficulty of another 
sort — the unwillingness of the members themselves 
— more would be written; if American fraternal or- 
ders develop as the British Friendly Societies devel- 
oped, more will be written as unwillingness is over- 
come ; but as with the British societies, the protection 
is never likely to be adequate, since for adequate 
benefits and adequate duration of benefits rates must 
be charged which a good many wage-earners, even 
moderately well-off, have never been prepared to 
pay. The difficulty is this: the insurance scheme 
must be on such a basis as to satisfy those members 
who are unprepared to pay more than a very small 
premium, otherwise they will not support it; so 
those who would be willing to pay more must be 
satisfied with less, and if they want more adequate 
insurance, they must get an additional policy some- 
where else. Moreover, in view of all foreign ex- 
perience, it can be regarded as especially certain 
that fraternal insurance will not spread to those 
most often sick, the deficient income class. "It can 
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be said, therefore/ ' says Professor Duff us, in his 
report to the Illinois Commission, "and without giv- 
ing offense to members of the fraternal societies, for 
they recognize and admit this fact, that fraternal 
insurance at best can only be an aid in the solution of 
the problem." 

TRADE-UNION BENEFIT SYSTEMS 

The second carrier of insurance against sickness 
to be considered is the trade union, in whose benefit 
systems about 21 per cent of the wage-earners so 
insured in Illinois are estimated to be found. Only 
about two-fifths of the union membership, however, 
belonged to unions which provided insurance against 
sickness, but such insurance, when it existed, was 
often compulsory. 

Now there is a sharp cleavage of union opinion re- 
garding the advisability of benefit systems — one side, 
which asserts that such activities (principally life 
insurance) attract and hold the members, another 
side, which asserts that union dues should go for 
the solely militant purpose of protecting wages and 
working conditions, that is to say, in industrial dis- 
putes. Both the cleavage and its sharpness may be 
observed in the fact that two-fifths of union members 
are insured against sickness, but that in that case the 
insurance is frequently compulsory. It is to be noted, 
however, that the insurance is chiefly to be found in 
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unions of skilled and well-paid men, not among 
those near or below the poverty line. 

Turning to our two wage-earners again, and sup- 
posing, which may not be true, that they are union 
members, we find again that the poor wage-earner is 
pretty sure to find himself in a union which provides 
no insurance against sickness. The better-paid wage- 
earner will more likely find himself in a union where 
insurance against sickness is not only available, 
but compulsory. He may not, however, become in- 
sured if he is disqualified by age; the restrictions 
as to physical condition are relatively less severe. 
Sometimes, however, he will find insurance against 
sickness discontinued because the national union, 
which administered the insurance system, found ma- 
lingering too prevalent among the locals; the case 
is similar to the relation between the grand lodge 
and the local lodges among fraternal orders. He 
must belong to the union, moreover, several months 
before he becomes eligible for benefits. But above 
all he will find the protection, when given, inade- 
quate both in amount and in duration (usually thir- 
teen weeks), because the members are at least agreed 
on one thing — that they can afford to pay for only 
minimum protection, at the rates which must be 
charged to pay even for that. 

The fact that even moderately well-off wage-earn- 
ers regard the expense of adequate insurance against 
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sickness as too high is to be observed already as a 
typical attitude without regard to system, and from 
this it follows that a vast majority prefer to take out 
no insurance of this kind at all. But as regards 
trade unions, the widespread insistence on the elim- 
ination of all expense not connected with industrial 
disputes is alone sufficient to discourage insurance 
against sickness, except in the case of highly skilled 
and highly paid wage-earners, who alone can be sure 
of finding the money for that purpose when they 
need it. As elsewhere, so in the United States, the 
possibilities of the extension of the benefit systems 
of trade unions are plainly limited. 

FOREIGN BENEFIT SOCIETIES 

Foreign benefit societies were estimated to carry 
about 3 per cent of the wage-earners who were in- 
sured against sickness in Illinois, but undoubtedly 
included a considerable number of the insured amoijg 
the poor. These societies are islands of safety among 
immigrants who have not learned to speak the Eng- 
lish language. They are really a kind of fraternal 
order on a language basis, and many of them as 
they become Americanized actually are absorbed by 
some fraternal order. Many, however, fail. The 
character of the protection is extremely inadequate, 
but the dues are correspondingly low, since the mem- 
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bers are very seldom well off. In American life, 
of course, these societies represent a purely transi- 
tional stage. 

Our better-off wage-earner is not likely to join 
one of these. But our poor wage-earner if, as he 
often is, an unassimilated foreigner, often finds 
his insurance protection here — a protection always 
inadequate and often unstable. There is something 
pitiful in these islands of safety — their poverty, their 
frequent ignorance of even the simplest insurance cal- 
culations, their childlike trust in equally shaky pri- 
vate bankers of their own race. These societies are 
simply attempts on the part of the foreign poor to 
keep their heads above water during the transition 
stage, and only as such must they be judged. 

COMMERCIAL COMPANIES 

About 21 per cent of the insurance against sick- 
ness carried by wage-earners in Illinois was esti- 
mated to be carried in casualty companies and assess- 
ment associations. This insurance was entirely in- 
dividual, not "group" insurance, which will be men- 
tioned later. Considering the proportion of insur- 
ance carried in commercial companies, these carriers 
were dismissed perhaps too lightly by the Illinois 
Commission. Commercial companies are, as a rule, 
undoubtedly the safest of the carriers of insurance 
against sickness, but, on the other hand, they are 
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undoubtedly always the most expensive. They re- 
turned to policyholders less than fifty cents on the 
dollar in 191 7. 

Commercial companies seldom cater to wage-earn- 
ers near or below the poverty line, but chiefly to 
non-wage-earners or to wage-earners earning high 
wages. They want choice risks — choice as to physi- 
cal condition, choice as to occupation, and choice 
as to character. Their restrictions are unusually 
severe. Our poor wage-earner stands little chance 
here. He neither could afford the premiums, nor 
would he usually be welcomed, if he desired a sick- 
ness policy with a commercial company. The better- 
off wage-earner, however, if he wished such insur- 
ance, and if he belonged to no fraternal order or 
trade union providing it, might get it here at a high 
price. The fact that a good many do so proves the 
inability of other cheaper carriers to meet the want. 
But it was the opinion of the Illinois Commission 
then, as it is the opinion of most people to-day, that 
the expense of commercial insurance will certainly 
curtail the activities of commercial companies in this 
field. For, added to the other administrative ex- 
penses (as, for instance, salaries) — which are given 
very cheap in fraternal orders and trade unions — 
there is also the danger of malingering to be guarded 
against among the scattered policyholders. In a 
commercial company there is no common interest be- 
tween carrier and insured. 
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Commercial companies have in the past attempted 
to meet these difficulties by increasing premiums and 
by a very careful choice of risks. Our better-off 
wage-earner would not only have to pay more for 
his policy, if he got it from a commercial company, 
but he might not only be refused on account of age, 
physical condition, or occupation, but would also 
probably find that the company reserved the right to 
return the unearned premium and terminate the con- 
tract if it so desired. 

There is no more doubt to-day than there was 
three years ago that the expense of commercial in- 
surance against sickness must always be a handicap 
to its development. There is a tendency, however, 
to develop the business in certain directions ; the great 
life insurance companies are now writing it * ; the 
right to terminate contracts is now sometimes waived. 
But there is no real thought of any universal de- 
velopment; it is merely a movement to take up the 
slack of the fraternal orders and trade unions among 
the better risks who might be persuaded to insure. 
It is a bid for business, not from the wage-earning 
classes as a whole, but from non-wage-earners 
and from the aristocracy of labor, who cannot con- 
veniently take out their insurance in any other 
way. 

* A large life insurance company, however, discontinued this 
business in 1922. 
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ESTABLISHMENT FUNDS 

The last of the carriers to be considered are the 
establishment funds, which were estimated to carry 
about 17 per cent of the wage-earners insured 
against sickness in Illinois. They stand in a different 
category from the other carriers of insurance 
against sickness. 

An establishment fund is an insurance fund estab- 
lished, for the benefit of employees, in a single plant 
or in several plants under a single management. The 
principal difference between establishment funds and 
other carriers of insurance against sickness is that in 
the former the entire cost may not, and often does 
not, fall upon the insured themselves. The fund 
is often cooperatively managed. In some of these 
funds the cost is wholly borne by the employees, in 
some wholly by the employers, but in a great many 
the cost is jointly, but not equally borne. No two 
are alike; some part of the cost besides the cost of 
administration is often borne by the employers. 
The establishment fund provides, on the average, 
slightly, very slightly, more adequate benefits than 
other carriers because, as a rule, the employer in 
this case bears some part of the cost. 

Taking now the case of our poor wage-earner, 
let us suppose that he is employed in an establish- 
ment having such a fund. Joining, however, might 
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be optional, in which case he would probably not 
join. He might, moreover, be refused admission to 
the fund on the sole ground of his low wages — this 
is the case in some funds, because the scale of con- 
tributions and benefits is intended only for the better- 
off wage-earners. Again, the usual restrictions as 
to age and physical condition are generally in force. 
Finally, and most important of all, if he leaves his 
job his insurance, of course, lapses. 

Here as elsewhere the better-off wage-earner has 
the better chance, except as to physical condition 
and leaving his job. 

In establishment funds, however, unlike other 
carriers, everything depends on the employer's con- 
tribution. As that contribution increases, the con- 
tributions of the insured decrease, while benefits be- 
come more adequate. But the employer's contribu- 
tion being often very small, the insurance does not as 
a matter of fact compare very favorably, on the aver- 
age, with that provided by the other carriers. It is 
conceivable — in fact such a tendency perhaps exists 
— that employers will prefer to assume a greater part, 
or all, the cost in the future, as in some cases they 
already do, in order to promote that community of 
good feeling between them and their employees which 
is the only reason for the initiation of welfare work. 
The economic justification of welfare work is found 
in the reduction of labor turnover. Entirely satis- 
factory relations in this case cannot be obtained 
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short of an adequate distribution of the wage-loss 
caused by sickness. But such adequate distribution 
cannot be achieved unless it is paid for in large meas- 
ure by the employers themselves. So runs the argu- 
ment. 

The average employer, however, cannot be ex- 
pected to pay more than is necessary to obtain reason- 
ably satisfactory relations at a given time; and the 
tendency to assume more of the expense of insur- 
ance against sickness, in so far as it exists at all, 
is likely to be, at the best, of slow growth. In the 
second place, insurance against sickness adopted by 
employers as welfare work, in common with other 
forms of welfare work, has often been opposed, 
and is to-day often violently opposed, by organized 
labor, on the ground that it acts in restriction of 
wage-advances and ties a man to his job. On ac- 
count of union opposition much welfare work has 
already been given up. In the third place, insur- 
ance funds in establishments of different employers 
do not compose a system ; if a man leaves, or is dis- 
charged, his insurance lapses; and since one of the 
employer's objects in operating or assisting such 
funds is to reduce his labor turnover by keeping his 
men, this feature in establishment funds must be 
retained. In this regard there is no doubt that estab- 
lishment funds are inferior to the other voluntary 
carriers, and this feature alone is sure to handicap 
their development. 
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At this point a word must be said regarding the 
"group" policies of insurance against sickness, which 
commercial insurance companies offer to employers, 
almost always in connection with group life insur- 
ance policies. The group policy, which carries the 
members of an establishment fund as a group, can be 
safely sold, whether in the case of death or sickness, 
without physical examination; it is also much 
cheaper than the individual policy. It is much easier 
to sell group life insurance to employers, however, 
than it is to sell group insurance against sickness; 
in fact, it is almost impossible to sell the latter except 
combined with the former. No doubt the business is 
increasing, as it is now being pushed ; but whether or 
not combined with life insurance, the group policy 
against sickness lapses, so far as the individual is 
concerned, when that individual ceases to be a mem- 
ber of the establishment group insured. From the 
point of view of an individual, therefore, who is in- 
sured in an establishment fund, it makes no differ- 
ence how the insurance is ultimately carried. For 
him the point is that the insurance protection is inade- 
quate; for if he leaves his employment, he loses his 
insurance forthwith. 

We have now exhausted the list of carriers. We 
have seen that no man, no matter what his income 
is, can get insured against sickness in any of them — 
except a few establishment funds — without passing 
a pretty strict examination as to physical condition, 
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age, and occupation* Secondly, we have seen that 
poor wage-earners, who are most often sick, almost 
never become insured because they cannot insure 
with any carrier without actual hardship. And 
lastly, we have seen that wage-earners who might 
insure do not as a rule insure, because, finding ade- 
quate insurance for various reasons almost never 
available, and regarding it, if available, as extrava- 
gant, they go to the other extreme and prefer to run 
their risks without any such insurance at all. 

In a word, therefore, insurance against sickness is 
often not available at all, and as it more nearly ap- 
proaches adequacy becomes less and less available on 
account of the expense. 



CHAPTER IV 

CASH RELIEF AND MEDICAL TREATMENT BY STATE- 
AIDED VOLUNTARY INSURANCE: DENMARK 

We have seen that in the United States adequate 
medical treatment is seldom available except to the 
rich; that voluntary insurance against sickness is 
often not available at all, and that as it approaches 
adequacy it becomes less and less available on account 
of the expense. 

These conditions, which were intensified in Europe 
by widespread poverty, have been modified there by 
government action. Some European nations have 
given state aid to voluntary insurance against sick- 
ness, of which the most extensive development is 
to be found in Denmark. Other nations, like Ger- 
many and England, have made insurance against 
sickness compulsory. In all these schemes, however, 
whether voluntary or compulsory, there is one note- 
worthy likeness: they always include both cash 
relief and medical treatment as insurance benefits, 
thus attempting to achieve, in one piece of legisla- 
tion, two very different objects. 

To what extent has European legislation modified 
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the conditions caused by the usual lack of adequate 
medical treatment and adequate insurance against 
sickness among wage-earners and their families? 
Let us first glance at the experience of Denmark in 
state-aided voluntary insurance. This is of interest 
to Americans, in spite of the relative unimportance 
of European voluntary systems, on account of the 
widespread repugnance to compulsion in America. 

Insurance against sickness was originally devel- 
oped in Denn^irk by the trade guilds. When the 
monopoly of the guilds was broken in 1862 by the 
Government, the insurance was continued by free 
associations, consisting at first of the same member- 
ship, which was composed of city artisans. During 
the following thirty years, however, these associa- 
tions spread into the country and greatly increased 
in numbers. Originally governed by trade-union 
ideas, the spirit which later developed was more 
nearly that of fraternal orders, and the associations, 
first based on trades, came eventually to be based 
chiefly on localities. Like our own voluntary car- 
riers, however, they served almost exclusively the 
better-off wage earners. 

It was this which the Danish Government decided 
to try to change. They therefore offered, in the 
law of 1892, to all societies accepting recognition — 
which actually meant standardization — state aid to 
the extent of about one-third of their revenue. This 
aid included a per capita subsidy of a little over fifty 
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cents for each member, the intention being to reward 
societies particularly for increase in the number of 
insured rather than for increase in the adequacy of 
insurance. In this they were eminently successful; 
little by little the existing societies accepted aid and 
recognition at the price of complete independence ; all 
classes in Denmark were enabled to join; and by 
1 9 14 about 30 per cent of the entire population were 
insured, the insurance being available to "wage- 
earners, artisans, home-workers, and employees and 
other persons in similar economic conditions" — so 
the Danish law reads — rather than to wage-earners 
alone. In point merely of numbers this is a remark- 
able achievement, and one which compares favor- 
ably even with compulsory systems. 

When the Danish Government originally framed 
their law, they made certain definite calculations. 
They realized that the societies already existing, 
if aided, were favorably situated for further de- 
velopment. Denmark is a country of about three 
million inhabitants, chiefly engaged in only two 
occupations — agriculture and the maritime indus- 
tries. The societies, therefore, had been inclined to 
develop, with a homogeneous membership, on the 
basis of locality; they were not societies with a 
membership scattered far and wide, like many of our 
trade unions and fraternal orders, or like the British 
Friendly Societies. The Danish Government, there- 
fore, knew that no vital change of administration 
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would be necessary or even advisable. All that they 
had to do was to conciliate the existing societies, 
and in this they were gradually successful. 

There were other calculations which they made, 
with their eyes open to the defects of voluntary in- 
surance. They realized that, in order to make in- 
surance available to the poor, who are most often 
sick, contributions must be exceedingly low, for 
otherwise the poor cannot be persuaded to insure; 
but if contributions are very low, the insurance pay- 
ments are bound to be very inadequate. Likewise, 
they understood that restrictions as to age and physi- 
cal condition would be necessary; they knew that 
no voluntary insurance can carry worse than middling 
risks. These facts they accepted, permitting cash 
benefits usually (in 70 per cent of the societies) as 
low as seventy-five cents or one dollar a week to be 
paid, and refusing admittance to persons over forty- 
five, or suffering from an incurable or chronic dis- 
ease. 

What they did offer to existing societies, however, 
it is interesting to note, as the price of accepting rec- 
ognition, was a sum — equal to one-third of their 
revenue — which they calculated to be sufficient for 
the special purpose of providing medical treatment 
to members and their younger children from general 
practitioners. They also calculated that the revenue 
received from members would be sufficient to provide 
minimum cash benefits, administration costs, medi- 
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cine, and hospital treatment from state hospitals at 
half rates. In these calculations they were deceived. 
What actually happened was that the cost of medi- 
cal and hospital treatment, as knowledge of medicine 
increased, rose out of all proportion to the cost of 
cash benefits, and the state subsidy soon became in- 
sufficient to pay for medical treatment. 

The societies met this situation in various ways. 
The insured were obliged to purchase tickets with 
a small sum out of their own pockets before con- 
sulting a doctor, in order to discourage the unneces- 
sary and expensive visits of those members inclined 
to take too morbid an interest in their health; this 
turned out to be a very useful expedient. Again, 
medicines, which were optional, were curtailed. Re- 
strictions were stiffened; the age-limit was reduced 
to forty in many societies. The duration of bene- 
fits, which was optional between the limits of thirteen 
and twenty-six weeks, was slightly lessened, and 
tended generally to reach the lower limit. Again, 
although the cost of living had been rising slightly, 
the average amount of cash benefits per member — 
insignificant as it was — instead of showing the neces- 
sary counter-balancing increase, showed no increase 
whatever. And finally, membership dues were in- 
creased. 

It is this last fact — the increase of dues — which 
worried the Danish Government. They said that 
they feared that this, if continued, must eventually 
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exclude the indigent classes; and all experience of 
voluntary insurance shows that their fear is well 
grounded. It is interesting to note that the alterna- 
tive proposed by Dr. Sorensen — the very able former 
government inspector of sickness societies — was a 
state medical service. 

Let us now turn to the question of the adequacy of 
the medical treatment given. Denmark is fairly 
well supplied with hospital beds, and in the absence 
of any knowledge to the contrary it is fair to assume 
that the character of hospital treatment is good. 
But perhaps it is well to note that the Danish death 
rate at last reports (1921) was about 19 per 1000 
annually, which is exceedingly high. 

With regard to the medical treatment given, the 
original idea of the Danish Government seems to 
have been to provide only the services of a general 
practitioner. Specialist services, however, have 
since been added, though it is not certain to what 
extent; the principal accepted service seems to be 
dental treatment. In view of the diversity of the 
local and financial conditions of the societies, it is 
probable that, as in Germany, better service is pro- 
vided in large city societies like those of Copenhagen, 
than in the country. There are indications that this 
is the case. 

The Danish Government, like the German Govern- 
ment, did not deal directly with the doctors, but al- 
lowed the societies to contract with the doctors — 
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as individuals or collectively — as they pleased. 
Therefore we find various kinds of contract prac- 
tice in Denmark. There is no need to go into the 
details of these contracts. They were the results of 
bargains, and these bargains caused dissatisfaction 
among Danish doctors, though less dissatisfaction 
than in Germany, and therefore probably with less 
evil results. On the other hand, being more favorable 
to the doctors, the Danish contracts seem to have 
caused a relatively greater drain on the resources 
of the Danish societies. 

There is reason to suppose that the medical service 
provided in Denmark varied in adequacy, as it did 
in Germany, between society and society, and espe- 
cially with the local and economic conditions of the 
societies, in some of which it was, no doubt, as in 
Germany, deficient. But the outstanding feature of 
the Danish system is the remarkable inadequacy of 
the cash benefits, even in view of the physical restric- 
tions in force. This was the price which Denmark 
chose to pay in order to persuade the poorest classes 
to insure voluntarily. It is fair to say, however, 
that while the Government of Denmark strictly 
limited their aims to a minimum which is obviously 
inadequate, they have achieved considerable success 
within those limits. 

No doubt it is chiefly this obvious inadequacy 
which has curtailed the spread of the Danish volun- 
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tary system to other countries ; it may be said that of 
them all only Switzerland has adopted a scheme which 
really bears comparison with it. But there are also 
difficulties in the administration of such a system 
which appear insurmountable, in large countries. It 
was with difficulty, for instance, and only after 
several years, that even the small country of Den- 
mark was able to persuade the existing carriers to 
give up complete independence and to accept the 
standardization which was the price paid for the 
state subsidy; and this was the fact in a country 
where the carriers were always homogeneously and 
as a rule locally constituted, and could therefore af- 
ford to standardize themselves without great admin- 
istrative difficulty. But in the United States, for in- 
stance, any system of insurance against sickness, like 
the workmen's compensation systems, must be or- 
ganized, not by the Federal Government, but by the 
states ; and it would not be possible to use trade union 
benefit systems and fraternal orders as a basis of 
departure. For these are often nation-wide, central- 
ized systems, insuring their members in locals or 
lodges throughout the Union. State-aided voluntary 
insurance, if ever adopted by an American state — 
which is not likely — might not only have to accept 
physical restrictions and grossly inadequate cash 
benefits, but would have to be built, unassisted by 
existing insurance organizations, from the ground 
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up, and coaxed along for years. No doubt it is not 
only on the ground of inadequacy, but also for this 
reason that state-aided voluntary insurance — in spite 
of the repugnance in many quarters to compulsion — 
has never been seriously considered in America. 



CHAPTER V 

CASH RELIEF AND MEDICAL TREATMENT BY COM- 
PULSORY insurance: Germany 

We have now seen that Denmark, by a system of 
state-aided voluntary insurance, modified the con- 
ditions of the availability of insurance against sick- 
ness rather than the adequacy of that insurance. Let 
us now see what Germany did with her compulsory 
system, since it is upon the German system that most 
later compulsory systems have been based. 

The fundamental difference between state-aided 
voluntary insurance and compulsory insurance is 
that in the former case the insured must be per- 
suaded to pay what he considers within his means, 
while in the latter case the Government decides what 
he can pay without asking him. To offset this dis- 
advantage—compulsion is never popular in itself — 
there are, of course, great compensations. 

Insurance against sickness began in Germany, as 
elsewhere, with voluntary associations. There ex- 
isted in the eighteenth century, antedating the indus- 
trial revolution, associations of Prussian miners 
who worked mines on shares. These manual labor- 
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ers were apparently not, strictly speaking, wage- 
earners ; anyhow, they formed insurance benefit sys- 
tems which were observed and encouraged by Fred- 
erick the Great. However the conditions of the 
labor contract may have altered, these insurance sys- 
tems continued to prosper, and in 1845 the Prus- 
sian Government, noting their success, did a charac- 
teristically arbitrary thing. They made it obligatory 
for workers in certain other occupations to form 
similar insurance systems. A few years later this 
legislation was supplemented by compelling em- 
ployers both in the mining and some other industries 
to contribute, in support of these insurance systems, 
an amount equal to that contributed by their em- 
ployees. 

Meanwhile the experience of those British organi- 
zations known as the Friendly Societies, was be- 
ing observed in Germany, and voluntary aid societies 
based, not on particular trades or industries, but 
rather for the benefit of wage-earners as a class, 
began to be formed. In Prussia dependent wage- 
earners were sometimes compelled to join these soci- 
eties; but the German Imperial Law of 1876 merely 
encouraged and standardized them. 

In 1876 about two million wage-earners were in- 
sured in various systems, compulsory and voluntary, 
of which nearly half were Prussians; and this de- 
velopment attracted the attention of Prince Bis- 
marck, who was then Chancellor of the German Em- 
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pire. Bismarck was at that time — in 1877 — worried 
by the increase of the vote of the Socialist Party — 
tripled in six years — which he wished to repress, and 
by the evident danger of the disaffection spreading 
among wage-earners generally, which he wished to 
avoid, and which had not yet taken place. He 
worked, therefore, on the one hand, for repressive 
legislation, while on the other hand he considered 
schemes of compulsory insurance against accident, 
sickness, invalidity, and old age, which were to in- 
clude the great majority of all wage-earners in the 
German Empire, and which were based on the ex- 
perience of societies then actually in existence. His 
first idea was to put down the agitators by law ; his 
second idea, in his own words to the Englishman, 
Dawson, 1 was "to bribe the working classes, or, if 
you like, to win them over to regard the State as a 
social institution existing for their sake and inter- 
ested in their welfare." 

Great as Bismarck's power then was, he was not 
able to force through his repressive legislation until 
after two attempts on the life of the Emperor in 
the spring of 1878. Soon afterwards — in 1879 — 
the insurance laws against accident and sickness were 
introduced, but they were not passed without great 
opposition and delay, and did not come into force 
until the years 1884 and 1885 respectively. It was 
not until 1891 that the law covering old age and 

*W. H. Dawson, "Social Insurance in Germany." 
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invalidity began to operate. Against the repressive 
laws the Socialists, whose enrollment among the 
working classes continued to extend, of course fought 
bitterly, as at first they did against the insurance 
laws ; but after twelve years the repressive laws were 
repealed, and Socialist opposition to the insurance 
laws, after passing through a period of unfriendly 
neutrality, ceased entirely in 1899, when the party's 
attitude turned favorable, and remained so from that 
day to this. It may, therefore, be observed that 
Bismarck did not succeed in either of his aims. 

The three insurance laws, however, while un- 
changed as to their fundamental principles, were 
gradually expanded until in 191 1 they were con- 
solidated under one act, at about which time they 
best repay our observation. It is to be noted, how- 
ever, that since the war the republican government 
has not only continued all three parts of the insurance 
system, but has extended the sickness law to certain 
of the non-wage-earning classes not hitherto in- 
cluded. With regard to the accident law all that 
need be mentioned here is that the medical benefits 
during the first thirteen weeks of sickness, caused 
in Germany by industrial accidents, were a liability 
of the sickness insurance system, and to this extent, 
the benefits were in small part (8 per cent) paid for 
by the beneficiaries themselves. In America the 
expense of compulsory insurance against industrial 
accidents to workpeople is, of course, a liability of 
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employers alone. With regard to the German sick- 
ness law, only certain salient principles can be dis- 
cussed here. It was a law of many complex de- 
tails because it had to fit the conditions of em- 
ployment in different occupations, in different locali- 
ties, and among wage-earners whose incomes varied 
from deficiency to relative adequacy. The complex- 
ity of the law should not be criticized, for it was only 
by being so complex that it was sufficiently elastic 
to work. 

SCOPE AND ORGANIZATION 

The insured included, with the addition of domes- 
tic servants and agricultural laborers under the Act 
of 191 1, all workpeople — with negligible exceptions 
— irrespective of the amount of their wages. They 
were insured by legal compulsion. There were no 
restrictions as to age and physical condition. 

Under the Act of 191 1, the insured were insured 
in carriers known as Funds, jointly composed of and 
managed by employers and their employees, under 
the supervision of a government commission. The 
management of the Funds was to the extent of two- 
thirds in the hands of the employees. These Funds 
were of various kinds. Funds based on trades were 
somewhat discouraged, although miners, in view of 
their long and successful experience, were not dis- 
turbed. Established funds, known as factory Funds, 
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were permitted. Funds based on localities whose 
boundaries were definitely drawn by the Government 
— known as general local and rural Funds — were 
the ones chiefly encouraged. The general local Funds 
were composed of trades and industries grouped in 
one locality. The rural Funds chiefly took care of 
agricultural laborers similarly grouped. These were 
the two classes of Funds which, for administrative 
reasons, it was hoped in 191 1 would eventually 
supersede all others. We have already seen to what 
extent the Danish Government was aided by the ten- 
dency, natural in Denmark, to form societies based 
on locality; this same tendency had to be fostered 
in a nation of great and varied industrial life like the 
German Empire. 

CONTRIBUTIONS 

The contributions which provide the insurance 
benefits were paid in each Fund: two-thirds by the 
employees and one-third by the employers, who had, 
however, to bear a greater proportion of the ex- 
pense in case their establishments showed an ex- 
cessive sickness experience, and who were under 
legal compulsion as to this and every other provi- 
sion of the law. Contributions sufficient to provide 
the benefits, expense of local administration, and re- 
serve, were based on wages, but there was a maxi- 
mum wage-limit on which contributions were cal- 
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culated. Before the war, assuming the mark equal 
to twenty-five cents, this was $7.50 a week, or $9 
a week if the Fund so decided. That is to say, if a 
wage-earner's share of the necessary contributions 
equalled a certain proportion of weekly wages, and 
if that wage-earner were earning more than $7.50 
a week, he would pay a certain proportion, not of 
his actual wages, but of $7.50 a week, and receive 
cash benefits based on that amount. There was no 
minimum limit, however. Each wage-earner earn- 
ing $7.50 a week or less, no matter how low his 
wages, was assessed in the same proportion of his 
wages. 

BENEFITS 

The benefits included cash and medical benefits. 

The minimum cash benefits prescribed by law 
were one half of wages for twenty-six weeks, but 
both the amount and the duration of these benefits 
might be increased, provided the Fund decided to 
do so and could afford to do so. A small minimum 
cash funeral benefit was also prescribed, and could 
likewise be permissively increased or modified, so 
as to cover under certain conditions the wives and 
children of insured. 

The minimum medical benefits prescribed by law 
were medical treatment and medicine, with spectacles, 
trusses, and other "minor remedies" for twenty- 
six weeks, while insured women were entitled to 
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treatment for two weeks preceding and six weeks 
following confinement. Hospital treatment was also 
a minimum requirement, but in this case cash bene- 
fits were either cut off entirely or, if the patient 
had dependent relations, reduced by one-half. The 
principal permissive additional medical benefit was 
the extension of medical treatment to the families 
of insured, including maternity benefit in the case 
of uninsured wives. 

We have now observed the barest possible outline 
of the German law. Now there is no question, of 
course, under a compulsory system of insurance 
against sickness, of the availability of insurance and 
medical treatment. The questions are, were the cash 
benefits and the medical treatment adequate? In 
other words, what did the Germans actually get for 
their money? And what did it cost them? In con- 
clusion we must ask whether compulsion in Germany 
to insure against sickness had any secondary effects, 
good or bad, and what these effects were. 

The cash benefits actually were almost always 
half of wages for twenty-six weeks, for few Funds 
increased either their proportion of wages to be paid, 
or the duration of benefits, beyond the minimum lim- 
its. The average cash benefits paid by all Funds in 
Germany in 1910 was $1.87 a week, based, therefore, 
on the average weekly wages of $3.75. This aver- 
age varied greatly between different kinds of Funds, 
the average weekly benefits of factory Funds, for 
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instance, being $2.25, while the average of parochial 
(now rural) Funds was only $1.12. There was an 
even greater variation of wages and benefits within 
Funds, the benefits in the Leipzig local Fund, for 
instance, which paid 55 per cent of wages for thirty- 
four weeks, varying between $4.04 and fifty-seven 
cents weekly. 

It is to be noted that these cash benefits were 
about twice the Danish benefits, and it is a fair in- 
ference that Germany paid about twice the propor- 
tion also. Adequacy must, so far as possible, be 
defined in terms of the relation of cash benefits to 
wages, and this was 50 per cent of wages, or a very 
little more, in Germany (as against probably 25 per 
cent in Denmark), for twenty-six weeks, or a very 
little more, in Germany (compared with slightly 
over thirteen weeks in Denmark). The maximum 
weekly wage-limit of $7.50 in Germany was evi- 
dently not too low, since it was seldom reached. If 
the standard of living and amount of wages in Ger- 
many, as in Denmark, was low, that depended on 
other conditions and could not be raised by insur- 
ance. The question is, therefore, can 50 per cent of 
wages for twenty-six weeks be considered adequate 
as insurance against sickness? 

The answer to this question cannot be an unquali- 
fied Yes. The duration of benefits was approxi- 
mately adequate, and the proportion not far from 
adequate, on the average. But one-half of wages 
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cannot be considered as anything like adequate in- 
surance payments in time of sickness, where wages 
fall close to or below the deficiency line. In the case 
of extraordinarily low wages such as were frequently 
paid in Germany, not one-half or even two-thirds 
can be considered adequate. In this case the propor- 
tion should evidently be higher, in order to provide 
against actual distress. For those with deficient 
incomes, who are also most often sick, are always in 
difficulties; and in time of sickness these difficulties 
must not be increased by even as much as one-third. 
To the deficient income class the German cash bene- 
fits were obviously deficient. No wonder that Lloyd 
George said, in discussing the German policy toward 
this class, that "the benefits are so small that the 
workmen in Germany say they prefer to resort to 
parish relief, as the benefits are much too inade- 
quate.' ' 

The medical benefits provided by the German sys- 
tem were more often above the minimum benefit 
required by law. These, it will be remembered, in- 
cluded medical treatment (including hospital treat- 
ment) and medicines, with spectacles, trusses, and 
other "minor remedies" for twenty-six weeks. It 
is to be noted that the words "medical treatment" 
were left to be defined by the Funds. Actually, 
each Fund defined these words according to what it 
could get and what it could afford to pay for. 

Modern medical treatment was undoubtedly pro* 
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vided by many of the larger and stronger Funds. 
In 19 10 the great local Fund of Leipzig, for instance, 
with 183,000 members, was not only providing for 
thirty-four weeks the minimum medical benefits to 
members, but was providing medical treatment and 
medicines (without, however, appliances or hospi- 
tal treatment) for thirteen weeks to the families of 
members also. Moreover, the definition of medical 
treatment included, besides doctors, the services of 
one hundred and thirty specialists and twenty-four 
dentists. But, on the other hand, the smaller and 
poorer Funds defined the words "medical treatment," 
for reasons of economy, just as narrowly as they 
could. 

The elasticity which pervades the German legisla- 
tion must by this time have been observed. Each 
Fund, if it could not economize exactly as it chose, 
could at least choose between many channels of 
economy. And economy was most necessary; in 
the case of one-third of the Funds, expenditure in 
1 910 exceeded income, and less than one-half the 
Funds placed to reserve the 10 per cent of contribu- 
tions which was the test of soundness supplied by the 
Imperial Statistical Office. But there was one par- 
ticular channel of economy selected by almost every 
Fund, and that was in the payment of doctors. 

Under the German law Funds were left free to 
contract with the doctors as they pleased, and might 
even, if the doctors actually refused to make terms, 
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substitute additional cash benefits for medical ser- 
vice. In most Funds, however, the contract took a 
complicated form of employing a large number of 
available doctors to stand ready to serve the entire 
membership on various low scales of contract rates, 
below the German official minimum rates, the mem- 
bers enjoying the right to choose their own doctor 
out of the so-called panel of doctors who had signed 
the contract. The Funds kept these contract rates, 
for the sake of economy, as low as possible — so low, 
in fact, that 1022 doctors' strikes were caused there- 
by up to 191 1. The bad feeling thus caused between 
doctors and patients, together with other defects in- 
herent in contract practice, injured a medical ser- 
vice which was sometimes otherwise good. 

This the German Government deplored, stating 
in the explanatory memorandum to the Bill of 191 1, 
as quoted by W. H. Dawson, 1 that : 

"It is lamentable that for many years keen dissen- 
sions have occurred between the doctors and the 
sickness insurance authorities, resulting in many 
places in bitter disputes and a state of open con- 
flict. Disputes of this kind, however, are often preju- 
dicial to the proper medical care of the sick and lead 
to serious public injury." 

But the German Government did not think it 
practicable to adopt the alternative proposed by the 
German doctors, that minimum rates of pay for 

1 "Social Insurance in Germany" 
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medical attendance should be laid down by law. Ob- 
serving that it was not their fault if there had been 
a rush of new men into the medical profession, on 
account of the insurance system (it seems to be a 
fact that this was not the reason), the Government 
replied : 

"The claim often made by doctors, that payment 
in every case should be according to services ren- 
dered, and that the minimum charges of the official 
schedule should be adopted for this purpose, is im- 
practicable. Such a provision, if rigidly carried out, 
would mean the ruin of many sickness funds. It 
disregards the existing great diversity in local and 
economic circumstances, and can be applied generally 
only in dealing with individual patients, since these 
in calling in medical assistance are compelled to take 
into account their own financial resources. Mem- 
bers of a sickness fund, however, have not to con- 
sider that aspect of the question, and experience 
shows that they resort to the doctor for trivial indis- 
positions, and even repeat their consultations to an 
unnecessary extent in respect of the same illness." 

It is obvious that the Government at this point 
chose what they believed to be the lesser of two 
evils. For the strength of the German system was in 
its manifold elasticity, and to take the bargaining 
power from all Funds would, in the opinion of the 
Government, have resulted in the ruin of those Funds 
whose economic circumstances were not good. On 
the other hand, existing conditions were injuring 
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medical treatment everywhere. So the Government 
chose the latter evil as the lesser of the two. 

Was the medical treatment given in pre-war days 
by the German insurance system adequate? 

The answer to this question must also be No. In 
certain Funds, like that of Leipzig, it approached 
adequacy, although even in Leipzig the full advan- 
tage of adequate medical treatment was not extended 
to the families of the insured. In other and poorer 
Funds no such adequate treatment was provided 
to any one. In all Funds, however, the conditions 
which seem to be inherent in every form of con- 
tract medical service resulted in medical dissatis- 
faction, which in its turn reacted to the detriment 
of the patient. The medical service provided by the 
German sickness insurance law cannot, therefore, be 
regarded as adequate. 

COST 

There is a very direct relation between the cost of 
the German insurance system, which must now be 
observed, and the adequacy of the medical benefits. 
It has already been noted, for instance, that in one- 
third of the Funds expenses exceeded income, while 
over half the Funds failed to satisfy the Government 
as to their reserves. Economy was evidently both 
necessary and difficult. 

The combined cost to employers of the three in- 
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surance systems was estimated to be about 4 per cent 
of wages before the war. The combined cost to em- 
ployees was estimated at about 3 per cent or a little 
more, say 2.33 per cent for sickness insurance (in- 
cluding a small charge for medical treatment during 
the first thirteen weeks of sickness caused by acci- 
dent), and say between 0.5 and 1 per cent for in- 
validity and old age insurance. 

Now while the average cost to employees for sick- 
ness insurance, and it is in this that we are chiefly 
interested, was about 2.33 per cent, this cost varied 
from 1 to 5 per cent between different classes of 
Funds, and it was the Funds in which the member- 
ship had the more deficient incomes which assessed 
the lower rates. How did these Funds thus econo- 
mize? The minimum cash benefits — half of wages 
— had to be paid. Permissive benefits of all kinds 
were ignored. But of course it was in medical re- 
muneration and in the definition of the words "medi- 
cal treatment* ' that economy was also practiced. 
This is what the Government was driving at when 
it stressed "the existing great diversity in local and 
economic circumstances' ' of the Funds, in connection 
with payment of doctors. Just as we observed how 
the deficient income class, who were insured in Illi- 
nois, insured for only 15 per cent of wages, so the 
deficient income class in Germany economized all 
they could in medical service. In 1908, for instance, 
the poorest Funds were paying as low as ninety- 
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two cents per member annually for medical service, 
fifty cents for medicines and forty cents for hospital 
treatment. The richest Funds were at the same time 
paying as much as $1.76 for medical treatment, $1.09 
for medicines, and $1.75 for hospital treatment. 
The average for all Funds was only $1.31 for medi- 
cal service, eighty-three cents for medicines, and 
seventy-six cents for hospital treatment. These 
figures, of course, represent variations of adequacy 
in medical treatment between Fund and Fund. No 
such variation ought to exist; cash benefits should 
vary naturally, with incomes, but the poor are en- 
titled equally with the rich to adequate medical treat- 
ment. In America this is occasionally, if rarely, 
so; it should always be so. Because many of the 
German sickness Funds could afford only inadequate 
medical treatment, they gave inadequate medical 
treatment, but this represents a partial failure of 
the system on the medical side, due to its cost. More- 
over, in twenty years the annual average cost of 
medical treatment per member in all Funds nearly 
tripled, while the cost of cash benefits only doubled. 
The rise in wages evidently did not keep up with 
the rise in cost of modern medical treatment. 

SECONDARY EFFECTS 

Let us now glance at the actual, or alleged, secon- 
dary effects of compulsory insurance in Germany. 
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Some German employers declare that one of these 
effects was loss of incentive to thrift on the part of 
workpeople. Whether or not this was true, there is 
no possible way of calculating it, just as there is 
no way of calculating the amount of poverty and 
destitution prevented. Another criticism — for which 
there is ground — was that malingering, conscious or 
unconscious, increased in times of unemployment; 
but this the Funds, through their local organization, 
and because of the incentive inherent in a common 
interest between carrier and insured, were in a posi- 
tion to keep under control, though sometimes with 
difficulty, and according to German Government 
officials, did keep under strict control. Malinger- 
ing was never measured in Germany ; it is not meas- 
urable; but it did exist to some extent. As to the 
extent impartial authorities differ, some thinking 
it an important evil, others a negligible one. But 
there is.no doubt that expedients for the control of 
malingering, particularly unconscious malingering, 
must be given the most serious consideration in de- 
termining the principles of new systems. 

The criticism of the German workpeople, on the 
other hand, except in the case of the deficient in- 
come class, was chiefly of the invalidity insurance 
system, and since criticism of this system also in- 
volves the question of disease prevention, the two 
subjects are best considered together. Invalidity in- 
surance, which, like sickness insurance, was compul- 
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sory for practically all wage-earners, was supported 
partly by employers and employees, and partly by 
the Government. The benefits were cash pensions 
and medical treatment in case of incapacity to earn 
"one-third of the sum usually earned by physically 
and mentally healthy persons of the same kind with 
a similar training in the same locality" after twenty- 
six weeks of sickness, or in case of old age (sev- 
enty). In 191 2 pensions to widows (if unable to 
work) and to orphans were added. Up to 19 12 75.4 
per cent of the cash pensions were granted for per- 
manent invalidity, 4.6 per cent in case of temporary 
sickness, and 20 per cent in case of old age. The 
system was not cooperatively directed, like the sick- 
ness insurance system, by Funds of employers and 
employees, but was arbitrarily directed by the Ger- 
man Government. Now what the workpeople did 
not like about it was that the Government, between 
1 90 1 and 1905, cut down the number of invalidity 
pensions by 40 per cent. The so-called pension 
boards, which granted pensions, were stiffened up 
by the Government, and had ever since that time 
put every possible legal obstacle in the way of an 
insured person getting a pension. 

This leads us to the subject of the value of the 
preventive effects of insurance in Germany, because 
it was in order to provide money for preventive 
purposes that the Government acted as it did. Both 
the decrease in the number of invalidity pensions 
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and the relative insignificance of the number of pen- 
sions for temporary sickness were due to a govern- 
ment policy, which aimed to spend a larger propor- 
tion of the income on medical treatment and on 
purely preventive measures, and a lesser proportion 
on cash pensions. Even so staunch a supporter of 
the German sickness insurance system as W. H. 
Dawson admits that "the efforts of the Sickness 
and Accident Insurance organizations in 'the domain 
of prophylaxis are quite subsidiary to those of the 
Pension Boards." * This was so, because in the one 
case the Government had legally to consider the 
wishes of the insured, while in the other they had 
not. Suffice it to say that the pension boards con- 
ducted a campaign against disease, particularly tu- 
berculosis, by means of sanatoria, tuberculosis dis- 
pensaries, ljealth education, loans to hospitals and 
for the purpose of workmen's dwellings, baths, etc. 
For such purposes as these the sickness Funds had 
no such surplus. 

The preventive effects of the German sickness in- 
surance system must rather be sought in the pe- 
cuniary inducement to employers and employees to 
reduce disease, including the added penalty inforced 
upon employers in establishments showing an exces- 
sive sickness experience. These principles are un- 
doubtedly good ones ; but it is nevertheless difficult to 
attribute preventive effect to specific causes. While 

1 "Social Insurance in Germany." 
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it is true, for instance, that the German mortality 
rate decreased, during the lifetime of the sickness in- 
surance system, more than the English mortality 
rate in the same period — England having as yet 
adopted no compulsory sickness insurance system — 
nevertheless, it is equally true that the German rate 
still remained, at the end of that period, considerably 
higher than the English — or the American — rate. 
Indeed, there are innumerable causes besides those 
of insurance systems which must be sought to ex- 
plain preventive effects. 

We must now try to sum up as briefly as possible. 
There has been a tendency to underestimate the ade- 
quacy of cash benefits in Germany, and to overesti- 
mate the adequacy of medical benefits. Cash benefits 
were, after all, half of wages; and where the wages 
themselves were not deficient, the proportion is not 
especially inadequate. Criticism of cash benefits in 
Germany should be directed, not, as it sometimes 
actually is, against the average scale of wages in Ger- 
many — which insurance could not alter — nor against 
the payment of cash benefits equal to half of average 
wages there, but only against payment of so little 
as one-half of wages when wages fell too far below 
what was the actual German average. Medical 
treatment, on the other hand, to be adequate must 
neither fall below the best which the country pro- 
vides, nor vary with wages, nor be refused to the 
families of insured, as was often the case in Ger- 
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many. It is fair to say, therefore, of the German 
sickness insurance system, in spite of its very con- 
siderable success, that : 

1. The adequacy of both cash and medical bene- 
fits decreased as the average wages of the members 
of the various Funds decreased, being especially low 
where wages were especially low. 

2. The inadequacy of medical treatment was 
sometimes greater than the inadequacy of cash bene- 
fits, because of dissatisfied, underpaid, and occasion- 
ally overworked contract doctors, and because the 
families of insured seldom or never received ade- 
quate medical treatment, and frequently received no 
medical treatment at all. 

3. The inadequacy of medical treatment among 
the poorer wage-earners, who are most often sick, 
had been tending year by year to become even greater 
than the inadequacy of cash benefits, owing to the 
increasing cost of modern medical treatment, which 
still continues, as medical knowledge increases, every- 
where to outstrip increases of wages. 



CHAPTER VI 

CASH RELIEF AND MEDICAL TREATMENT BY COM- 
PULSORY insurance: England 

Lloyd George's compulsory system of insurance 
against sickness — to be known henceforth as health 
insurance— did not go into effect until 191 2. One 
reason for its adoption was the report of a Royal 
Commission on the Poor Laws, which, while it did 
not recommencf insurance as a remedy, revealed to 
many and emphasized to all the nature of the vicious 
circle of sickness and poverty. Another reason was 
the success of the Friendly Societies, which were 
fraternal orders of old standing in England, and in 
which over six million people were insured against 
sickness, chiefly, however, wage-earners of more 
than average means or non-wage-earners. Still an- 
other reason was Germany's experience in compul- 
sory insurance, particularly in the fact that practi- 
cally all wage-earners were there insured — if not 
always adequately insured — against sickness, as they 
were not in England. 

74 
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Now in applying to the British law the tests of 
adequacy of cash benefits and adequacy of medical 
treatment, three things must be kept in mind. In 
the first place the law was in operation for only two 
years previous to the outbreak of the war, and since 
that time its development has been modified by ex- 
traordinary economic conditions due to the war and 
to its after-effects. Criticism of the act should be 
limited chiefly to the first two years, and will be so 
limited in this chapter. The very severe criticism — 
which would have been impossible in autocratic Ger- 
many — has, as a matter of fact, been chiefly so lim- 
ited. In the second place, the law was not arbitrar- 
ily drawn by an imperial government, as the German 
law was, but was the result of a series of compro- 
mises between a democratic government and frater- 
nal, medical, and other interests. Therefore, al- 
though the British law was even more intricate than 
the German law, there was no governing purpose in 
the intricacy, like the elastic spring of the German 
law. The British law was as inelastic as it was 
complicated. In the third place, the object of the 
law was primarily to relieve poverty by extending 
right down to the bottom, throughout the whole 
British working-class population, benefits like those 
provided in time of sickness by the Friendly Socie- 
ties, and in the same spirit of mutual help. The law, 
therefore, was not primarily a medical measure. 
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SCOPE AND ORGANIZATION 

Bearing these facts in mind, it is undeniable that, 
while the scope of the law was little affected, the 
organization under the law was seriously affected by 
the necessary compromises. The scope of the law 
was excellent. The insured included all wage-earn- 
ers and all earners or possessors of incomes below 
$800 — assuming the pre-war pound equal to $5 — 
without serious exceptions. The recent increase of 
this limit, like the increase of contributions, bene- 
fits, scales of payment to doctors, etc., may be ig- 
nored since they represent no real increase but rather 
the inflation of currency due to the war. 

For the purpose of organizing local administra- 
tion two separate sets of machinery were established 
under a central government authority, known as the 
Insurance Commissioners — one set to administer the 
cash benefits, one set to administer the medical bene- 
fits. The first set (cash benefits) were called Ap- 
proved Societies. They were to operate, not within 
a locally defined district, but throughout the nation. 
The insured, after being compelled to insure, was 
entitled to choose a society. The societies could not 
operate for profit, they must be administered by their 
members, but they could refuse admission to appli- 
cants on physical grounds, though not for age. 
Those refused on physical grounds — these were for- 
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tunately a comparatively small number, on account 
of the standard of the examination in many socie- 
ties — constituted the principal exception to the scope 
of the British law. These — known as the Deposit 
Contributors — were not insured. Instead they de- 
posited their insurance money with the Post Office 
as a kind of compulsory savings account, on which 
they were allowed to draw in time of sickness, but 
only after a certain sum had been debited on account 
of the medical benefit to which they were also en- 
titled, and which they received. Societies were also 
empowered to expel members for infraction of rules, 
who in that case likewise became Deposit Contribu- 
tors. 

It is to be noted that these Approved Societies — 
societies which were nation-wide, not operated for a 
profit, democratically administered, empowered to 
reject applicants on physical grounds or expel them 
for cause — correspond closely to the definition of the 
old Friendly Societies. It was, in fact, the intention 
of the Government that the insured should join 
either a Friendly Society or a trade union which had 
adapted itself, so far as was necessary under the law, 
and enjoy both the material and social benefits which 
they gave. But something happened which the) 
Government had apparently not foreseen. The com- 
mercial insurance companies at once entered the field, 
formed Approved Societies democratically adminis- 
tered and not conducted for profit, and enrolled 
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over five million of the new insured, or almost as 
many as the entire Friendly Society membership of 
insured under the law. This the commercial com- 
panies did, it is believed, in order to protect their 
life insurance interests. 

Thus a contemplated advantage was lost and a 
contemplated disadvantage retained. For on the one 
hand there was very little "Friendly" spirit in the 
new societies ; while on the other hand the scattering 
of the insured among different societies centrally, 
not locally, administered, led to many difficulties due 
to misunderstandings of all sorts between the in- 
sured, the societies, and the doctors. The machinery 
established to administer the medical benefits was, 
on the contrary, locally established. Bodies known 
as Insurance Committees, in which the insured pre- 
dominated, but in which the doctors, as well as other 
interests, were represented, performed this function. 
All doctors in a given district might inscribe their 
names on the local ' 'panel," in which case they might 
be called upon to attend any insured person within 
the district, at a per capita rate established by the 
Government. 

Now let us see how this combination of two sets 
of machinery works from the point of view of the 
insured. First he gets a card which is stamped with 
stamps representing insurance payments. With this 
card he gains admittance to an Approved Society. 
If sick, he goes to a "panel/' doctor, receives treat- 
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ment and certificate of sickness — if incapable of 
work — which entitles him to claim cash benefit from 
his society. Now there was very little common in- 
terest between carrier and insured in the big new 
English societies, none between the doctor and the 
society, who may never have heard of each other, 
while the relation between the doctor and his patient 
depended on the personal impression which each 
one made on the other. Not only are enormous num- 
bers of cross entries necessary in such a system, but 
misunderstandings were common, such as charges of 
laxness, severity, or malingering, which may have 
been true or false, but which were often the occasion 
for much confusing correspondence and little clarify- 
ing personal explanation. 

There is a reason why further criticism of the 
British organization is unnecessary. This is that the 
organization was a result of an ill-conceived com- 
promise between the Government and the Friendly 
Societies. Fortunately for the United States, Ameri- 
can fraternal orders are chiefly interested in life 
insurance, not health insurance, and no far-reaching 
compromise will be necessary. 

CONTRIBUTIONS 

Contributions were borne, in the case of men, 
four-ninths by the insured, three-ninths by the em- 
ployers, two-ninths by the Government; in the case 
of women, three-eighths by the insured, three-eighths 
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by employers, two-eighths by the Government, in 
fixed amounts, as follows : for each insured man, the 
insured paid eight cents weekly, the employer six 
cents, the Government four cents. In the case of 
persons over twenty-one, however, who were earn- 
ing no more than sixty-two cents a day, the contri- 
butions of the insured were gradually reduced ac- 
cording to earnings, while the contributions of the 
Government were gradually increased, and the con- 
tributions of the employers even more increased, as 
follows: (i) Where the earnings were from sixty- 
two cents to fifty-two cents a day, the male insured 
paid six cents (three-ninths) the Government four 
cents (two-ninths), the employers eight cents (four- 
ninths). In this class there was no increase for the 
Government and no change for women. (2) Where 
the earnings were from fifty cents to thirty-nine 
cents a day, the male insured paid two cents (one- 
ninth), the employers ten cents (five-ninths), the 
Government six cents (three-ninths) ; the female 
insured paid two cents (one-eighth), the employers 
eight cents (four-eighths), the Government six 
cents (three-eighths). (3) Where the earnings were 
thirty-seven cents a day, or less, neither male nor fe- 
male insured paid anything. In the case of men, the 
employer contributed twelve cents (six-ninths), the 
Government six cents (three-ninths) ; in the case of 
women, the employer contributed ten cents (five- 
eighths), the Government six cents (three-eighths). 
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These figures have been given at some length, in 
order to show how greatly the British principle in 
this respect differed in intent from the German. 
There is recognition here, first, that the Government 
ought to contribute ; second, that the contributions of 
wage-earners, especially women, ought to be propor- 
tionately low — less than one-half instead of two- 
thirds, as in Germany ; third, that the proportion of a 
wage-earner's contributions ought to decrease as his 
wages decrease, and that, in case of extraordinarily 
deficient wages, wage-earners should not be obliged to 
contribute at all ; fourth, that the employers, in case 
of extraordinarily low wages, ought to bear a pro- 
portion of the burden relatively larger than that 
borne by the Government, as a penalty for paying 
deficient wages to adult workers. Deferring until a 
later chapter discussion of some of these principles, 
what should be noted here is, first, that contributions 
were always proportionately low compared with Ger- 
many — under one-half of the cost instead of two- 
thirds — and second, the British policy of reducing, or 
even in certain cases of removing entirely, the bur- 
den on the shoulders of wage-earners with low in- 
comes. This was not done in Germany. 

BENEFITS 

The benefits consisted of cash and medical bene- 
fits in case of sickness and invalidity. The inclusion 
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of invalidity with sickness in one system need only 
be mentioned. For actuarial reasons it is best in- 
cluded with old age pensions, if contributory. In 
England there was already a non-contributory old 
age pensions law in effect. 

Like the contributions, the cash benefits were in 
fixed amounts: for men $2.50; for women $1.87 
weekly for twenty-six weeks' sickness, and, in case of 
invalidity, for both men and women $1.25 weekly 
from the expiration of twenty-six weeks' sickness to 
age seventy, when old age pensions, which had noth- 
ing to do with this system, became available. Invalid- 
ity, however, was strictly and narrowly limited to 
insured persons "whilst rendered incapable of work" 
— which means entirely incapable of any work what- 
ever. There was also & cash maternity benefit to 
insured and wives of insured of $7.50. As a re- 
sult of pressure from commercial life insurance in- 
terests, there was no burial benefit. The weekly sick- 
ness benefits could in certain cases be reduced, but 
these cases are sufficiently rare to be ignored. The 
minimum medical benefits included "adequate medi- 
cal treatment and attendance," with drugs and ap- 
pliances, and sanitarium benefit, mainly for tuber- 
culosis, later removed from the system. In mater- 
nity cases there were no medical benefits. The prin- 
cipal optional medical benefits were dental treat- 
ment, and medical service to the families of the 
insured. 
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COST 

The cost of the cash benefits of the system as a 
whole was not underestimated by the Government 
experts, but since these experts did not know in 
what societies the insured would be grouped, they 
could not make any calculation for particular socie- 
ties. Some societies naturally had surpluses, some 
deficits, and in certain cases societies with deficits 
had to be given grants in aid from the Government. 
This shows the inelasticity of the system, and the 
unsatisfafctory results of the compromise with the 
Friendly Societies. It may here be observed that an 
annual sum nearly equal to the government contri- 
butions was set aside to accumulate as a reserve, and 
that these contributions will only in very small part 
be available for provision of benefits for many years. 

Now actuaries can — and actuaries did— calculate 
the amount of expected sickness, and therefore the 
cost of the cash benefits to be paid. But actuaries 
know nothing about the cost of medical treatment. 
They simply told the Government how many in- 
sured would be sick, and the Government then esti- 
mated a certain sum to provide attendance and treat- 
ment, including specified rates of payment to doctors 
and for drugs, for such a number. The number was 
properly calculated, but the character of the treat- 
ment was not strictly defined by the Government. 
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From the point of view of cost, this unexpectedly 
proved to be the one elastic feature of the British law. 
For every other item was a fixed amount — contribu- 
tions, benefits, and even rates of payment to doctors 
and for drugs, while the definition of the word 
"adequate' ' in connection with medical treatment and 
attendance was left to the definition of the Insurance 
Commissioners, the central body. How they defined 
it will presently be seen. 

Were the cash benefits adequate? This depended 
on the wages of the insured. At $5 a week the in- 
sured received just half his wages. As his wages 
rose, he received a gradually smaller proportion of 
his wages; at $10 a week, for instance, he received 
only one-quarter of his wages. But as his wages 
decreased he received a correspondingly increased 
proportion; at $2.50 a week, for instance, he re- 
ceived 100 per cent. It has been estimated lately 
(1921), however, and was probably always true, 
that, on the average, cash benefits in England are 
much less than half of wages. Why, then, were cash 
benefits so satisfactory to English wage-earners, 
and why were they considered more generous than 
those received by German wage-earners? 

This has something to do with their relative cost. 
At $5 a week the British wage-earner received al- 
ways, the German almost always, $2.50 cash benefits, 
but the British wage-earner paid a fixed sum of eight 
cents a week for insurance against sickness and in- 
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validity, the German anywhere from seven and a half 
cents to thirty cents, with an average of perhaps 
fifteen cents, which was nearly twice the British con- 
tribution. Again, as the wages of the Englishman 
rose, he continued to pay eight cents a week and 
to receive $2.50 cash benefits, which thus became 
increasingly less than half his wages. At $7.50 a 
week, for instance, he paid eight cents a week and 
received $2.50 a week, or one-third of his wages; 
while at $7.50 a week — the German maximum — the 
German paid, on the average twenty-two and a half 
cents a week and received $3.75 a week cash benefits, 
or half his wages. Again, as the wages of the Eng- 
lishman decreased, he began to pay, as we have seen, 
at a certain point — sixty-two cents daily, or $3.75 
weekly, wages — decreased contributions, but con- 
tinued to receive $2.50 cash benefits, which thus be- 
came increasingly more than half his wages. At 
$2.50 a week, for instance, he paid six cents a week 
and received $2.50 a week, or 100 per cent of his 
wages; while at $2.50 a week the German paid on 
the average seven and a half cents a week, and re- 
ceived $1.25 a week cash benefits, or half his wages. 
What these figures show is that the German cash 
benefits were more adequate than the British in the 
case of wages above $5 a week, but less adequate 
in the case of wages less than $5 a week, but that in 
any case cash benefits cost the wage-earner less in 
England than in Germany. 
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The reason of cost is probably the principal reason 
why cash benefits were more satisfactory to wage- 
earners in England than in Germany. But the fact 
that in England it was the deficient income class 
who got the best of it with regard to cash benefits — » 
not, as in Germany, the better-paid class — is the 
better reason for considering the British cash bene- 
fits the more adequate. For after all there comes a 
point where wages are sufficiently high to permit the 
assumption that the wage-earner can at least partly 
look out for himself — by savings, added voluntary 
insurance, or otherwise. It is the poorly-paid class 
which, while most often sick, has the least resources. 
This is a good principle ; but acceptance of the prin- 
ciple does not prevent criticism of the actual provi- 
sions of the British law. Thus it has been said, for 
instance, that the limit of complete exemption from 
contribution by the wage-earner ought to have been 
originally set as high as $5.25 weekly wages. Now 
although it is undoubtedly true that the British Gov- 
ernment set out to, and did, provide for the deficient 
income class in time of sickness, by relatively gen- 
erous benefits at a very low cost, providing also to 
better-paid wage-earners, also at low cost, a small 
sum of insurance money which these were in a posi- 
tion to increase by savings or by voluntary insur- 
ance, it is equally true that the sum was too small, 
and did not represent, for the average wage-earner, 
a sufficient proportion of wages, particularly where 
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wages were slightly above the poverty line. The 
cash benefits provided in England can be described 
as more adequate than the German, but not in them- 
selves as adequate. 

Were the medical benefits adequate? We have 
seen that the British system was not intentionally 
elastic. The contributions and the cash benefits 
were to be in fixed amounts, the results of calcula- 
tion by actuaries. The per capita payment to 
doctors and for drugs was also to be settled in ad- 
vance. Now the doctors in England knew well 
enough what had happened to the doctors in Ger- 
many regarding remuneration, and before the law 
went into effect they began a bitter struggle, stating 
that unless their demands were met they would not 
attend the insured at all. They demanded $2.12 per 
capita without drugs; the Government offered $1.12 
per capita for attendance, thirty-seven cents per 
capita for drugs. An agreement was finally reached 
at $1.62 per capita for attendance, thirty-seven cents 
per capita for drugs, with an additional twelve cents 
per capita for drugs — the "floating expense" — which 
went to the doctors if it was not spent for drugs. 
This arrangement turned out to the satisfaction of 
the doctors, so far as remuneration was concerned, 
but the Government was obliged to appropriate a 
special money grant to meet the expense. This, it 
may be noted, they are doing still, having been 
obliged to increase the payment of doctors, like con- 
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tributions and benefits, on account of the lowered 
purchasing power of money since the war. 

This bargain, however, which turned out to the 
satisfaction of the doctors, many of them being 
overrun with new patients, was detrimental to the 
interests of the insured. For the words "adequate 
medical attendance and treatment," which had been 
left to the definition of the Insurance Commission- 
ers, were defined by regulation of those commission- 
ers as treatment "of a kind which can consistently 
with the best interests of the patient be properly 
undertaken by a practitioner of ordinary profes- 
sional competence and skill." "Their excuse," says 
the report of the Fabian Committee, of which Sid- 
ney Webb was chairman, published in 19 14, "we 
gather, is that the Chancellor of the Exchequer 
having been driven by the doctors to give them all 
that the scheme had allowed for (and, indeed, nearly 
a couple of millions more), merely for providing the 
panel doctor's ministrations, the Government has 
failed to place at their disposal any funds with which 
to provide 'adequate medical attendance and treat- 
ment* for the most serious cases — for cases in which, 
as they admit, adequate treatment involves bac- 
teriological or other expert diagnosis, or specialist 
consultation, or the services of a surgeon or an 
oculist, or institutional treatment, and so on." 

There will always be channels of economy in 
health insurance. In this case economy was forced 
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into one channel — that of medical treatment. In 
England the insured, on account of lack of funds, 
recejved as benefits no hospital, surgical, specialist, 
X-ray, or laboratory services whatever. They re- 
ceived only treatment from hurried and unassisted 
general practitioners. This treatment, as has already 
been pointed out, is as a rule worth very little. 
What it amounted to in England is well described 
by Dr. W. A. Brend, an English specialist in public 
health, in his book "Health and the State." 

"The immediate effect," says Dr. Brend, "of at- 
tempting to treat such large numbers is to encourage 
hasty and inefficient work. There is not time to 
make an adequate examination of the patient, and 
since the great bulk of those who come to the surgery 
are suffering from relatively trivial ailments, the 
doctor jumps to his conclusion after a few questions 
and a superficial examination, with the result that 
serious errors are made from time to time, as 
coroner's inquests and reports of Insurance Commit- 
tees and Approved Societies have shown. The best 
picture of panel practice under these conditions has 
been furnished by a panel practitioner himself in two 
letters to one of the medical journals : 

" 'Sir : Much is said about the "lightning diag- 
nosis" that busy doctors must make. I hope Mr. 
Parker will not be greatly upset when I inform him 
that I often see from sixty to seventy patients of an 
evening between six-thirty and nine, i. e., an average 
of one every two minutes. And yet it is very simple. 
Each patient on entering the surgery is presented 



90 PUBLIC RELIEF OF SICKNESS 

with a numbered ticket by my nurse. This, I may 
say, is much appreciated and prevents confusion and 
waste of time. I have already seen, during the 
past week, nine-tenths of my to-night's visitors. To 
my question, "How are you getting on?" the answer 
as a rule is, "Very well, but I think another bottle 
would help me more." The prescription is ready as 
they utter the last word. A number want documents 
signed, leaving me plenty of time to thoroughly 
examine the seven new patients; "But they are all 
trivial cases," I think I hear some one say. Is not 
almost every deviation from the path of health 
trivial? Let us look at a few of our to-night's 
"trivial" cases. No. I, chill; No. 2, eczema; No. 3, 
dyspepsia; No. 4, alveolar abscess; No. 5, chill; No. 
6, sprain ankle; No. 7, ulcer leg; No. 8, injury to 
foot; No. 9, chill; No. 10, chronic nasal catarrh; 
No. 11, neuralgia; No. 12, chill; No. 13, dyspepsia; 
and so on. Who will say that one of these is trivial? 

" 'Yours, etc., 

"An Old Hand/ 

"In a second letter the 'Old Hand' lets us more 
fully into the secret of his methods. He says in 
reply to criticisms : 

" 'Thanks to the excellent training at the "Lon- 
don" in the "Spotting class" (twenty years ago), 
plus a study of the methods of Dr. Bell (Sherlock 
Holmes), it does not take long to sum up a patient. 
When to these are added the mastication and assimi- 
lation of such books as Malingering, Emergencies of 
General Practice, the latest books on skin, eyes, ear, 
etc., I am equipped for my night's work. My to- 
night's new patients number seven. The first is 
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"indigestion." I hand the patient a printed slip, 
"What to eat and what to avoid," and ask him to 
keep it for reference. After a few inquiries as to 
the kind of indigestion I hand him my prescription. 
No. 2, urticaria. I knew at once in this district, 
that fried fish is most likely the cause. I tell her 
that two days ago she had fried fish for supper ; she 
admits the soft impeachment, and with a little good 
advice she departs, happy in mind that it was not 
S.F. (scarlet fever). No. 3, neuralgia. It ranges 
between temple and jaw. The offending molar is at 
once detected, and a visit to the dentist advised. 
Nos. 4 and 5, chills; quick pulse — "one-half min. 
thermometer." "Go to bed at once, take the medi- 
cine, and I will call to-morrow to see you." No. 6, 
a man hobbles into the surgery — injury to foot. I 
inquire kindly, "Why don't you send for me?" "I 
thought I could save you the trouble of calling." 
(Bless them! Almost without exception they wish 
to "save trouble"; they are very good.) I advise 
the man to go home and I will follow at the close 
of surgery. No. 7, lumbago/ 

"It would be unfair to class all panel practitioners 
with the 'Old Hand/ nevertheless he describes a type 
of condition which is far too common. Six out of 
his twenty cases mentioned are diagnosed as 'chill/ 
to be seen to-morrow, but meanwhile medicine pre- 
scribed ; the patient's own statement that she requires 
more medicine is accepted without question and the 
prescription given at once; the newcomer's own 
diagnosis of indigestion received without examina- 
tion and medicine ordered ; printed slips kept in order 
to save the time of verbal advice; while the one 
useful service which would have been worth all the 
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prescriptions, viz. extraction of the 'offending 
molar' is not performed. We can understand how 
with these methods the 'Old Hand' gets through his 
large number of cases, but it is not easy to see where 
he manages to 'masticate and assimilate' the 'latest 
books on skin, eyes, ear, etc., and how these assist 
him. 

"These large practices are generally mixed, private 
and panel, the treatment given to private patients 
being essentially the same ; but instead of a prescrip- 
tion the private patient receives a bottle of medicine, 
usually drawn from a 'stock mixture* made up in 
large quantities for all and sundry, the fee for 
advice and medicine averaging about a shilling. 
Such practices can only be carried on by means of a 
machine-like system, and the doctor has rarely time 
to read current medical literature, or keep proper 
medical records of his cases. Minor surgery is per- 
formed in a manner which would horrify a surgeon. 
There is no time to sterilize properly instruments, 
hands, or skin. The writer on one occasion saw a 
doctor at the close of three hours' surgery open a 
deep abscess of the breast by an incision an inch and 
a half long. The knife was just dipped into a weak 
solution of carbolic acid, no attempt was made to 
sterilize the skin in any way, and there was no sug- 
gestion that the patient should have even a local 
anesthetic. The girl paid her shilling, but refused 
to let the doctor call the next day, as she could not 
afford a further fee. 

"The big panel and dispensary practices are ex- 
ceedingly lucrative, but they are demoralizing to 
both patients and doctors. It is but fair to recognize, 
however, that in many smaller practices and in large 
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practices where sufficient medical assistants have 
been engaged, considerably better treatment is 
given.'' 

It seems unnecessary to criticize further the Eng- 
lish system of medical treatment. For not only did 
it involve the crowding of patients into doctors' 
offices unsuited to receive and treat them, and, as 
in Germany, the waste of doctors' time always in- 
separable from the contract system — for patients 
go to the doctor too often when they do not have 
to pay to go— but it failed to give hospital, surgical, 
specialist, or laboratory services at all. All that can 
be said for it is that it gave treatment no worse than 
the patients received before, and opened the eyes of 
the public to the lack of hospital and other medical 
facilities; and that perhaps, if it had not been for 
the war and its after effects, the Government might 
have found some financial way of improving the 
situation. Its evils, however, still continue; in 1921 
one reads, in the London Times, of a British panel 
doctor who, disdaining economy, and refusing in 
the interests of his patient to prescribe the stock- 
mixture mentioned above, was actually fined fifteen 
pounds. 

The British medical benefits were wholly inade- 
quate. 



CHAPTER VII 

RELATIVE SIMPLICITY OF CASH RELIEF AND RELA- 
TIVE DIFFICULTY OF MEDICAL RELIEF BY 
EXISTING INSURANCE SYSTEMS: 
ADVISABILITY OF THEIR 
DIVORCE 

The attempt has now been made to give a general 
idea of the conditions of availability and adequacy 
of cash insurance benefits and medical treatment 
under voluntary conditions in a representative 
American commonwealth, under state-aided volun- 
tary insurance in Denmark, and under compulsory 
health insurance in Germany and England. It must 
be understood that no attempt has been made to de- 
scribe the three European systems, but only to in- 
dicate such elements in those systems as appear to 
have been chiefly responsible for the modification 
of availability and adequacy of cash insurance bene- 
fits and medical treatment actually effected. 

To begin with, it may be safely asserted that 
availability was obtained in all three European coun- 
tries, but that nowhere was there adequacy of both 
cash insurance benefits and medical treatment. In 
the great German local Fund of Leipzig, for in- 

94 



CASH RELIEF AND MEDICAL RELIEF 95 

stance, it is to be noted that the lowest class among 
the insured received only fifty- four cents a week 
cash benefits, and that the families of insured re- 
ceived from the Fund no hospital treatment at all, 
and medical treatment for only thirteen weeks. 
Even in Leipzig, therefore, adequacy cannot be said 
to have been completely achieved. 

What, then, are the chief obstacles to the realiza- 
tion of adequate standards? Running through all 
systems, whether voluntary — with or without state 
aid — or compulsory, there are to be found a certain 
number of unsurmounted obstacles to success com- 
mon to all of them. Being common to all systems, 
these unsurmounted obstacles, whether or not it may 
be possible to find a way of surmounting them in the 
future, are naturally of the most importance. The 
most obvious of these obstacles are : 

1. The fact that the cost of adequate cash benefits 
and adequate medical treatment was more than the 
contributors, whoever they were, were able or will- 
ing to meet. This fact is by far the most important 
obstacle of all. 

2. The fact that the cost of modern medical treat- 
ment has been advancing, and is still advancing, 
faster and still faster than wages. 

3. The fact that insurance medical practice 
obliged doctors to make strict contracts, or bargains, 
for their services to a certain part of the com- 
munity, thus emphasizing the commercial side of 
medical practice to its professional detriment, which, 
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in turn, reacted upon the adequacy of the treatment 
actually accorded to patients. 

The question which now presents itself is, can 
these obstacles be overcome in any insurance system 
which provides both cash benefits and medical treat- 
ment ? This question cannot be met by a categorical 
Yes or No. The only answer which can be given is 
that no system has overcome them yet. 

We have seen how the adequacy of benefits varied 
from Fund to Fund in Germany, according to local 
and economic circumstances. Even in the much 
more centralized English system there were impor- 
tant optional benefits, such as medical treatment to 
the families of insured and dental treatment (dental 
treatments, but not medical treatment to dependents, 
were in 1920 being provided to a very limited num- 
ber of insured), but there were also deficits in some 
societies, surpluses in others, and it is obvious that 
societies with deficits cannot provide optional bene- 
fits. But even supposing a completely centralized 
system with common resources, which has too many 
disadvantages ever to have been established, it is 
still questionable whether the contributors would, 
or could, meet the expense. It is highly probable 
that if such a system had been in force in Germany, 
there would have been a leveling down from Leipzig 
standards as well as a leveling up from parochial, 
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or rural, standards, and that adequate standards 
would not have been achieved. 

In studying the nature of the obstacles noted 
above, however, it is evident that the provision of 
adequate cash benefits is a relatively simple problem, 
the provision of adequate medical treatment a rela- 
tively intricate problem. Take the problem of the 
provision of adequate cash benefits. In the English 
scheme, for instance, the government actuaries were 
required to estimate the number of days of sickness, 
both for insured men and insured women as a whole, 
during which cash benefits would have to be paid. 
The actuaries took the sickness experience of a 
certain Friendly Society, the Manchester Union of 
Odd Fellows — statistics which are in 1921 still being 
used in the calculations of American casualty com- 
panies — and added the margin which they believed 
necessary, in the case both of men and of women, to 
take care of the added sickness to be expected among 
risks less choice both physically and morally. For 
the English scheme as a whole the estimates of the 
Government turned out to be substantially correct. 
Given the sickness experience, cash benefits deemed 
adequate may then be decided upon, and the calcula- 
tion of contributions becomes a question of mathe- 
matical accuracy. In England, for instance, the 
weekly contributions for the fixed cash sickness and 
maternity benefits were calculated at about six cents 
weekly for insured men and four cents weekly for 
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insured women. Compared with the calculations 
necessary in the case of medical benefits, calculations 
in the case of cash benefits — such as the fore- 
going — are relatively much simpler. For cash bene- 
fits are fixed benefits. Cash benefits may be fixed 
at a certain amount of cash, as in England, or as a 
fixed proportion of wages, up to a fixed maximum, 
as in Germany, but in any event cash benefits are 
fixed payments. 

Payments for adequate medical benefits, on the 
other hand, are not fixed payments. To calculate 
accurately their cost in advance, contracts would 
first have to be made with general practitioners, 
specialists, hospitals, laboratories, dentists, druggists, 
dealers in medical and surgical appliances, etc. In 
Leipzig, where probably the most nearly adequate 
medical treatment ever provided by insurance was 
given, the expense of medical benefits was in 1909- 
1913, 93.5 per cent of the cash benefits. This pro- 
portion can be adapted to other scales of cash bene- 
fits. But the use of this proportion elsewhere 
assumes proportionate rates of payment to doctors, 
hospitals, druggists, etc., which were the results of 
years and years of bargains, disputes, and even, in 
1904, of broken relations, conditions which no new 
system would, or could assume. Nor is the propor- 
tion of expense for adequate medical benefits to 
expense for cash benefits ever a fixed proportion. 
On the contrary, as medical knowledge increases, 
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the standard of adequacy increases ; entirely new ex- 
penses become necessary, old terms of remuneration, 
as services become more scientific, must be increased ; 
and the proportion of expense for medical benefits 
to cash benefits becomes greater and greater year by 
year. We have seen this in Denmark and Germany ; 
of the improved nature of medical service in Ger- 
many, Gibbon x relates how manager after manager 
of the German Funds would say to him uneasily, 
"Es kostet viel Geld." Even for any given period, 
however, in the absence of contracts in advance, esti- 
mates of the cost of adequate medical treatment are 
merely guesswork. 

But suppose the contracts made, as a result of 
bargains with general practitioners and other medi- 
cal services. Even suppose the contracts actually 
to require both adequate medical treatment to the 
insured and adequate remuneration to medical in- 
terests, conditions which never obtained throughout 
any system yet devised, conditions which cannot 
even be said to have obtained in units of systems, 
as witness the Leipzig dispute of 1904, and the 
relative inadequacy of the medical treatment to the 
families of insured in that city. Even suppose the 
cash insurance benefits to be likewise adequate, as 
they were not in all cases in Leipzig. Suppose, in 
other words, resources so great — say from increased 
contributions from employers or from the Govern- 

* I. G. Gibbon, "Medical Benefit in Germany and Denmark." 






ioo PUBLIC RELIEF OF SICKNESS 

ment — as to make it possible to provide adequate 
cash benefits and apparently adequate medical treat- 
ment, as well as adequate remuneration to every 
medical interest, a state of affairs which has nowhere 
yet existed. Even in that case there are grounds to 
suppose that the character of the medical treatment 
would only be nominally adequate. For no matter 
how good a bargain doctors may make in insurance 
practice, no matter whether they make that bargain 
directly with the insured, or with the State, they still 
do have to make a very strict bargain, or contract, 
for their services; and this, through emphasizing 
the commercial side of the medical profession as a 
whole, reacts to the detriment of the patient. 

What the doctors actually contract to do is to 
attend the insured at a certain scale of payment, 
which is always relatively low compared with scales 
of payment in private practice. This contract scale 
of payment may, however, be high enough to result 
in increased remuneration on account of the in- 
creased number of new patients, as it did in Eng- 
land. The contract scale of payment may be by 
salary, by rates per capita, or according to services 
rendered. Payment by salaries reduces all contract 
doctors to a common level of mediocrity, whatever 
their abilities. They are hired to give fixed services 
to a fixed number of patients, at a fixed salary, 
patients seldom or never having any freedom of 
choice. The more able doctors, the doctors who 
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believe in their prospects, leave the more unsuccess- 
ful and unambitious doctors to work under condi- 
tions so closely confining as these. Payment by 
salaries is in state insurance practice opposed by 
doctors, and is rare. Payment at per capita rates, 
and payment according to services rendered, have 
many equivalent results. Payment per capita means 
that the doctors agree to serve as many of the new 
insured patients as they can get, at so much a head; 
payment according to services rendered means that 
the doctors agree to give as many services to the 
new insured patients as they can, at a given rate for 
each particular medical service which they render. 
There is, in both cases, competition among doctors, 
and freedom of choice among patients. Payment 
according to services rendered, however, though 
popular with doctors, is exceptional, because of the 
disputes which arise over the value of particular 
services, disputes which are often exceedingly diffi- 
cult to settle. 

Under either of these two systems, what does the 
success of a panel doctor consist of? We will sup- 
pose that the great majority of all doctors — good, 
bad, and indifferent — join the panel, as they did 
almost everywhere in England, under the capitation 
system. Success — whether in the capitation system 
or the services rendered system — then goes, not to 
the most painstaking doctor, but to the doctor who 
can treat the most patients, or give the greatest num- 
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ber of particular services, in the shortest time. No 
doubt in England patients who had previously gone 
to quacks, sellers of patent medicines, or to nobody 
were better served than before; no doubt a certain 
number of unworthy doctors, who had previously 
been serving the same sort of patients, were dis- 
covered by the new publicity and expelled from the 
profession; but we have nevertheless already noted 
what the character of panel practice from general 
practitioners in England often really amounted to. 
It was careless, hurried, and on a low average pro- 
fessional standard; and this low average standard 
was accepted, owing to the fact that the contract 
penalized deliberation, and rewarded speed. What 
a state system of health insurance does is to recog- 
nize legally, and to perpetuate under the name of 
medical benefit, a system of medical treatment by 
which the great majority of general practitioners are 
obliged to contract to be paid in direct proportion 
to the speed with which they diagnose and treat thd 
ailments of patients, and in inverse proportion to 
care and deliberation. This is to commercialize and 
lower medical standards generally; and of course 
results in harm to patients. State health insurance 
offers to general practitioners a direct pecuniary in- 
ducement to hurried and careless work, and for this 
reason there are grounds for supposing that the 
character of medical treatment to the insured will 
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never be, under such a system, anything but nomi- 
nally adequate. 

Now the various obstacles, which have just been 
discussed, may not be insuperable, but it is fair to 
say, at the very least, that in no state system of 
insurance, taken as a whole, have both adequate 
cash benefits and adequate medical treatment ac- 
tually been provided, chiefly on account of the 
inability or unwillingness of the contributors to meet 
the expense; that this expense is likely to increase, 
because the cost of medical treatment has advanced, 
and is still advancing, faster than wages; and that 
insurance medical practice, by the very nature of the 
bargain, contains a strong incentive to hurried and 
careless work. We have likewise seen that cash 
relief by insurance, on a fixed scale, besides being 
much less expensive to the contributors, involves 
only calculations which can be made by actuaries in 
advance, as they were in England ; but that medical 
relief by insurance, besides seriously increasing the 
expense to contributors, besides implying some sort 
of contract medical service, involves calculations 
which are not only non-actuarial, but which also in- 
clude the making of non-fixed payments. 

In view, therefore, of the relative simplicity of 
cash relief by insurance, and in view not only of 
the financial difficulty of providing, in addition, 
medical relief in the same way, but also of its in- 
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creasing cost and inherent disadvantages to doctors 
and patients, why not separate the two sides of the 
problem ? Foreign experience points to the fact that 
serious advantages would evidently be gained in 
America by leaving cash relief to be provided by 
insurance, and by attempting to provide medical 
relief, not by insurance, but in some other way. 
Why not, if practicable, make a clean break? If 
only cash relief were left to insurance, cash relief 
could probably then be made both available and ade- 
quate, without undue burden upon any class of con- 
tributors, provided such insurance covered practi- 
cally all wage-earners, as it did in the English and 
German compulsory systems, and provided the cost 
was not entirely borne by the insured. But how 
could medical relief be made adequate and available, 
not only to wage-earners, but to the much larger 
class which stands in need ? It must not be forgotten 
in this connection that adequate medical treatment is 
already given by a few hospitals and dispensaries in 
a few places in America, and would be more gen- 
erally available if the necessary support were forth- 
coming. Why, then, should not part of the neces- 
sary support come from the State, since adequate 
medical treatment is often beyond the means of even 
the well-to-do, and since the necessity of medical 
relief is not confined to any special class? 

It is of course theoretically possible to make a 
clean break, but whether or not it is practicable must 
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be discussed. Now, because in America both phases 
of the problem of sickness and poverty happen to 
have received most legislative consideration in re- 
cent years in the state of New York, it is to our 
advantage to deal with certain legislative proposals 
made in that state. One of these proposals was 
incorporated in the so-called Compulsory Contribu- 
tory Health Insurance Bill, which, while it aimed to 
provide both cash and medical relief, was neverthe- 
less in many ways an improvement on European 
legislation, and may be studied to advantage, par- 
ticularly so far as the provision of cash relief is 
concerned. The other legislative proposal was in- 
corporated in the so-called Health Center Bill, intro- 
duced as a substitute for medical treatment by health 
insurance, under the auspices of the New York State 
Department of Health. This proposal aimed to 
encourage, by state aid, the development of general 
hospitals, dispensaries, and other health services, 
closely organized locally in what were described as 
"health centers. ,, The object of this proposal was 
to make adequate medical treatment available, not 
only to wage-earners, but to the entire public, and 
as economically as possible. 

These two absolutely different proposals must be 
studied and criticized separately. They are, how- 
ever, complementary, for medical treatment does not 
protect a sick wage-earner from destitution, nor does 
a limited amount of cash relief provide him with 



io6 PUBLIC RELIEF OF SICKNESS 

adequate medical treatment He must have both; 
but he may have both, each from a separate agency. 
Therefore, the two proposals — the Compulsory Con- 
tributory Health Insurance Bill, particularly as far as 
it provides cash benefits only, and the Health Center 
Bill — will hereafter be treated as entirely distinct. 



CHAPTER VIII 

REASONS FOR ADOPTION OF COMPULSORY CON- 
TRIBUTORY HEALTH INSURANCE FOR CASH 
BENEFITS ONLY IN AMERICA 

In America the agitation in favor of health in- 
surance legislation was begun by much the same 
individuals and associations as had had a hand in 
bringing about the acceptance of the principle in- 
volved in the British workmen's compensation law. 
With regard to health insurance, these interests 
borrowed more from Germany than they did from 
England, although the English expedient, in the 
case of the deficient income class, of reducing con- 
tributions and of increasing benefits, was accepted. 
Like both the English and German systems, how- 
ever, the American system was to be compulsory and 
contributory. 

Health insurance, like workmen's compensation, 
lies in the field of state legislation; and the advo- 
cates of health insurance concentrated their efforts 
on the state of New York. After several years of 
often acrimonious dissension between employers, 
rural interests, labor interests, insurance companies, 

doctors, and fraternal orders, a compromise measure 
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was actually passed by the New York Senate in 
1 919, but was smothered in the Assembly. At that 
time, however, the measure seemed sure of passage 
in 1920; but during the summer of 1919 the temper 
of the general public altered. From that day to this 
no important innovation not strictly in the interest 
of economy has had much chance of passage. The 
present time, therefore, is a stationary period, in 
which the principles of the proposed legislation may 
be observed calmly. 

SCOPE AND ORGANIZATION 

The scope of the bill of 191 9 was about the same 
as that of the German law before 191 1 ; that is to 
say, all employed workpeople except agricultural 
laborers and domestic servants were to be included, 
with negligible exceptions, and irrespective of the 
amount of their wages. Agricultural laborers and 
domestic servants were to be excluded principally 
for no better reason than that rural legislators 
wanted them excluded, and were in a position to 
enforce their will in this matter. The insured were 
to be insured by legal compulsion, as in England and 
Germany. There were to be no restrictions as to age 
and physical condition, as in Germany. The insur- 
ance covered sickness and non-industrial accident, 
as in England. 

The insured were to be insured in carriers, known 
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as Funds, jointly composed of and managed by 
employers and their employees, under the supervi- 
sion of a state commission, as in Germany, but the 
control of the management was to be divided equally 
between employers and employees, not in the pro- 
portion of one-third to two-thirds as in Germany. 
Funds were to be based on trades, on localities, or 
on establishments, as was chiefly the case in Ger- 
many, and were to be concentrated within conven- 
iently narrow geographical limits. 

CONTRIBUTIONS 

The contributions which provide the insurance 
benefits were to be paid in each Fund — except in the 
case of extraordinarily low wages — one-half by the 
employees and one-half by the employers, instead of 
two-thirds and one-third, as in Germany. Employ- 
ers, moreover, were to bear a greater proportion of 
the expense in case their establishments showed an 
excessive sickness experience, as in Germany, and 
were under legal compulsion as to this and every 
other provision of the law. The expense of central 
administration was to be borne by the State, as in 
Germany. Contributions sufficient to provide the 
benefits, expense of local administration, and reserve 
were to be based on wages, as in Germany. There 
was a fixed maximum weekly wage limit, on which 
contributions were to be calculated, of $12, instead 
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of the variable $7-5o-$9 maximum of the German 
system. At this point, however, a shift from German 
to English principles is to be observed, for in ex- 
traordinary cases contributions were to be calculated 
variably, as follows : ( i ) in the ordinary case, where 
wages fell between $9 a week and the maximum of 
$12 a week, the employee was to contribute one-half, 
the employer one-half, but (2) where wages fell 
between $5 a week and $9 a week, the employee was 
to contribute one-quarter, the employers three-quar- 
ters, and ( 3 ) where wages fell below $5 a week, the 
employee was to contribute nothing, the employer 
100 per cent. 

Thus in this way the English principle of taxing 
less heavily, or not taxing at all, the deficient income 
class, was grafted on the German system; and since 
in the German system there is no state contribution, 
the extra expense of contributions in the case of 
low-paid labor was to be borne by employers alone. 
In Germany employers paid no such penalty; in 
England they paid a partial penalty ; in America they 
were to pay the full penalty in case of sickness 
among employees of the deficient income class. 

With regard to some of these principles, just a 
word may be said here. The English principle, that 
the Government ought also to be a direct contributor, 
is based on the fact that a certain non-measurable 
amount of sickness is directly or indirectly the fault 
of central and local authorities. An example of 
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direct responsibility is shown in the case of typhoid 
fever due to bad water supplies. Central and local 
authorities, however, have to spend directly, through 
health departments, a good deal of money on pre- 
vention, for the benefit of the public at large, and 
it is very likely best that they confine their efforts to 
the sort of work which they are already doing, or, 
if these efforts are to be extended to other fields, 
that they be directed to the benefit of the entire 
public, rather than to the benefit of a limited class. 

The apportionment of the expense of contribu- 
tions half to employers, half to employees, is an 
arbitrary figure. There is not yet enough medical 
knowledge to make this figure an accurate one. In 
the light of existing evidence all that can be said is 
that an equal division of the expense between em- 
ployers and employees is very likely not unjust. The 
evident responsibility of employers for some part of 
the expense will be discussed later. 

The principle of charging to employers a propor- 
tionately larger share of the expense, in the case of 
extraordinarily low wages, is borrowed from Eng- 
land. It is based on the idea that employers paying 
deficient wages to workpeople ought to look after 
them when sick, since these obviously cannot be 
expected to look after themselves, having no margin 
at all to draw on. The English method actually 
turned out to be much more satisfactory than the 
German method of taxing in this way workpeople 
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who were in no position to pay taxes, since they 
were, even when well, continually facing deficits. 
The American adaptation of the British principle is 
in the right direction; but the actual establishment 
of deficient income figures must always be a con- 
troversial matter. 

It should be observed here that all the figures 
quoted above, including both the maximum and the 
deficient income figures, had become too low in 19 19, 
and are still too low to-day. Treated, however, as 
pre-war figures, and not overlooking the fact that 
wages in America were about twice as high as wages 
in England before the war, they compare not unfav- 
orably with corresponding figures in pre-war Eng- 
land. It is also to be observed that the establishment 
of a maximum figure as moderate as $12 weekly was 
due to a compromise with fraternal orders, trade 
union benefit systems, and commercial companies 
(besides employers), who were anxious that there 
should continue to be a field in which better-paid 
wage-earners might continue to take out such addi- 
tional voluntary insurance as they thought they 
needed. 

BENEFITS 

The benefits were to include both cash and medical 
benefits for twenty-six weeks, as in Germany and 
England. 
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The cash benefits were to be paid as a proportion 
of wages, as in Germany, but this proportion was 
not only to be fixed at two- thirds of wages, up to 
the weekly $12 maximum, instead of the normal 
German proportion of one-half, but was also to be 
increased, according to the English principle, when 
wages were extraordinarily low. Thus benefits were 
to be calculated as follows : 

Weekly Wages Benefit 

$12.00 or more $8 a week 

Between $7.50 and $12 y$ of weekly wages 

Between $5 and $7.50 $5 a week 

Under $5 100 per cent weekly wages 

There was also to be a cash maternity benefit, for 
insured women, on the same scale as cash sickness 
benefits, for two weeks preceding, and six weeks 
following, childbirth. This benefit was to take the 
place of the lump sum paid in England. 

There was also a funeral benefit, for deceased 
insured, of $100, corresponding to the German 
funeral benefit. 

Here, in the case of cash sickness benefits, we 
have again, grafted on the German system, the 
English principle that those with deficient incomes 
need, as benefits, a relatively larger proportion of 
their earnings than better-paid wage-earners. There 
is no doubt that in this regard results in England 
were better than results in Germany, where, accord- 
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ing to Lloyd George, workers with deficient incomes 
preferred to resort to parish relief. 

The payment of two-thirds bf wages as benefits is 
relatively generous, but the maximum wage limit on 
which benefits were to be calculated was relatively 
low ; and this was done, as we have already noted, 
as a compromise with fraternal orders and other 
carriers of voluntary insurance (besides employers), 
who wished some part of the field left to them. It 
must be said at this point that to leave some part of 
insurance protection to personal initiative is a good 
principle; the question is, how great a part should 
be so left. The determination of the proper maxi- 
mum figure is difficult ; but it is certainly true that 
$12, from the point of view of weekly wages and 
their purchasing power, is not worth what it was 
worth when the compromise was first effected, and 
that the maximum — and therefore the ordinary bene- 
fits — soon afterwards became too low, and are still 
too low to-day. 

The medical benefits were to be medical and 
surgical attendance, including the services of spe- 
cialists and consultants, attendance by visiting 
nurses, medicines and medical and surgical supplies, 
hospital or sanatorium treatment and maintenance, 
and dental service. The provision of medical bene- 
fits to the families of insured had by 19 19 been 
eliminated from the proposed legislation, partly 
owing to a compromise with employers, partly owing 
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to doubt as to the constitutionality of any provision 
making employers financially responsible for sick- 
ness among the families of their employees. Apart 
from this serious omission, medical benefits were in- 
tended to be absolutely adequate. 

The principles underlying the arrangements with 
the medical profession in the proposed legislation 
followed English principles more closely than Ger- 
man. A representative of the state commission 
known as the Chief of the Health Insurance Bureau, 
who was to have been himself a doctor, was to 
transmit to the county medical societies estimates 
of the service required, receive in return from them 
plans for medical service in their counties and pro- 
posed schedules of fees — all doctors having the right 
to join the panel — and finally himself determine both 
the conditions of medical service and the schedules of 
fees. From his decision Funds as well as medical 
societies might appeal to a higher state authority. 
Thus the bargains which the doctors were to make 
were ultimately with the State, as the English bar- 
gains had been, rather than with the Funds, as in 
Germany ; but the bargains were to vary from place 
to place, according to local and economic conditions. 

The great majority of doctors in the state of New 
York were, and are, against this proposed legisla- 
tion. Some of them were afraid that they would 
share the experience of the underpaid German doc- 
tors; while others feared the legal perpetuation of 
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low average professional standards, due, as in Eng- 
land, to the incentive to hurried work. To what 
extent the financial interests of the doctors were 
safeguarded under the proposed legislation, it is 
difficult to say, but an incentive to hurried work 
there surely would have been, whether the doctors 
had elected the capitation system, or, as appears more 
likely, the system of payment according to services 
rendered. For the success of a doctor in practice 
of this kind depends, as we have seen, on getting 
an extraordinarily large number of patients, and 
for a single doctor to treat an extraordinarily large 
number of patients requires too great a degree of 
speed. For this reason we should probably have 
seen, as in England, the legal perpetuation of low 
average professional standards, because these pro- 
vided the greatest amount of remuneration, a new 
commercializing influence in the medical profession 
detrimental to patients, and, finally, the non- 
realization of adequate — or "necessary," to use the 
American expression — medical benefits. 

It is true that the suggestion was also made that, 
wherever practicable, the patients of panel doctors 
should be limited to a fixed number. But, in the 
first place, this is frequently impracticable because 
the number of doctors in a community varies, not 
with the number of possible patients who can pay 
for attendance, but with the number of possible 
patients who can pay for attendance at reasonably 
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high fees. Nor do the doctors necessarily redis- 
tribute themselves under state insurance laws; they 
did not do so in England. In the second place, the 
fact of limiting the number of patients, at a fixed 
scale of payment, whom a single doctor is permitted 
to attend, has the effect of the salary system, that is 
to say, of reducing all panel doctors to a common 
level of mediocrity, thus inciting the more able doc- 
tors to leave the more unsuccessful doctors to work 
under such confining conditions. 

COST 

Rough estimates of the average combined cost — 
both to employers and employees — of cash sickness 
benefits only, under a system such as the foregoing, 
are still made at a little less than 2 per cent of the 
wages on which benefits are to be calculated. In 
other words, this cost is expected to be met by a 
payment, on the average, of less than 1 per cent, or 
twelve cents weekly, by each insured employee, and 
less than 1 per cent, or twelve cents weekly, by 
employers in the case of each employee insured. 

As we have observed in the English calculations, 
there is no insuperable difficulty in making this kind 
of estimate, and this is of course also true of the 
smaller contributions necessary in the case of cash 
maternity and burial benefits, which might amount 
to a little over four cents weekly for each class of 



n8 PUBLIC RELIEF OF SICKNESS 

contributors. But the only basis for assuming an 
estimate of the cost of medical benefits is to take a 
foreign Fund, and then to assume that the propor- 
tion of expense of medical benefits to the expense 
of cash benefits — in, say Leipzig, where it was 93.5 
per cent — may be used as a basis for further calcu- 
lation. Again, as we have already observed, such 
calculations, in the absence of all the required medi- 
cal contracts, are not worth making, for they are 
simply attempts to find out how much must be paid 
for several things before the sellers have put prices 
on them. This simply cannot be done. 

Leaving aside the relatively small expense of 
central administration, which would be a state 
charge, the elements of cost, therefore, are partly 
calculable, partly to be guessed at. These elements 
contain first, the average cost of cash sickness, 
maternity, and funeral benefits, which may be 
roughly estimated at about sixteen cents weekly for 
each class of contributors, or for each class about 
i}i per cent of the wages on which contributions 
are based; secondly, the relatively small non-calcul- 
able item of local administration; thirdly, the rela- 
tively large non-calculable item of medical benefits. 

All calculations of cost, however, are ultimately 
based on estimates for the insured as a whole. But 
it has already been seen how very greatly expenses 
varied between Fund and Fund in Germany, and 
how in England some societies had deficits, others 
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surpluses. We can, therefore, infer that large varia- 
tions of cost would also occur under an American 
system such as the foregoing, although we cannot, 
of course, estimate the variation. But what varia- 
tions of cost actually mean is that certain Funds 
must economize more than other Funds, although 
all Funds are likely to want to economize. What 
form, then, would economy be likely to take? Sev- 
eral courses are possible. In the first place, Funds 
would, without doubt, try to keep down the cost of 
local administration. Secondly, they might impress 
their necessitous condition upon the state authority, 
who was to fix the remuneration of doctors. 
Thirdly, they might try to have the word "neces- 
sary/ ' in connection with medical benefits, defined 
in a narrow way. But if unable to economize in 
any of these ways, and in view of the fact that cash 
benefits are absolutely fixed, all that Funds could do 
would be to raise their contributions, and this, ac- 
cording to every indication of foreign experience, 
would be a heavy burden, perhaps even an unbear- 
able burden, on certain Funds, or at least on the em- 
ployee membership of those Funds. That is the 
situation. 

How can this situation be met? First, the pro- 
vision of medical benefits ought to be entirely elimi- 
nated from the system. Not only is the cost non- 
calculable, but it is also increasing, as has been 
shown. Undesirable economies have always oc- 
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curred abroad, and are not impossible under this sys- 
tem, perhaps under any system of health insurance. 
Insurance practice is not a good influence in the medi- 
cal profession. Finally, medical benefits, unlike cash 
benefits, ought to be provided for all in need of them, 
not just to wage-earners. An alternative will be 
presented in the next chapter. 

Secondly, in the case of cash benefits we have 
fixed payments, which can be estimated, on the aver- 
age, in advance. To take care of the variation of 
the cost of cash benefits between Fund and Fund, it 
would be possible to assume a fixed rate of contri- 
bution, to be revised periodically, in the case of all 
employees, wherever insured, of, say, at first, ij^ 
per cent of the wages on which contributions are 
based, or sixteen cents a week, plus 10 to 15 per cent 
of that amount to take care of the cost of local 
administration, and to accumulate the necessary re- 
serves. In that case the variation of cost between 
Fund and Fund, below or above that figure, would 
then become an added saving or an added expense 
to the employers only in each Fund. It is not suffi- 
cient that employers be made retponsible for high 
sickness rates in particular establishments. It is not 
sufficient that different contribution rates be assessed 
where different trades are combined in a single 
Fund, as was the case in Germany, and as the pro- 
posed legislation requires, for the variation of the 
rates applies to employees as well as to employers. 
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Moreover, it is only just that employers should in- 
variably enjoy the reward of a low sickness ex- 
perience among their employees, as well as invariably 
bear the penalty of a similar high sickness expe- 
rience. Employers ought, and can better afford to, 
bear the added expense, where there is added ex- 
pense, rather than their employees, and are more 
justly entitled to get the benefit of reduced expense, 
when there is reduced expense. This would place 
the pecuniary incentive to reduce disease strictly on 
to the employers alone. 

Were medical benefits eliminated from the system, 
moreover, and were the contribution rates of em- 
ployees fixed, it would then be possible to increase 
both contributions and benefits. To add 50 per cent, 
at least, to the maximum wages on which contribu- 
tions are based, as well as to the normal contri- 
butions and cash benefits, would probably be not 
inadvisable at the present day (1922). The present 
changing value of money, however, is a considera- 
tion which cannot be overlooked, and therefore no 
proposals of this kind can be regarded as fixed. 
Benefits of two-thirds of wages up to $18 a week 
could to-day be considered approximately adequate, 
and at the same time would still leave a certain field 
for the voluntary carriers. Such a figure, however, 
might, it is true, be unsatisfactory to-morrow. 

This would involve an average charge of, say, 
i/^ per cent of the wages on which contributions 
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are based, or say something less than twenty-five 
cents weekly, to each class of contributors. This 
would be a charge which both classes could carry 
without undue difficulty. It is about the figure 
which the New York State Federation of Labor 
accepted. So far as the economic burden on em- 
ployers is concerned, it is worth while to observe the 
following expression of opinion, quoted by W. H. 
Dawson, of Herr E. Schmidt, a member of the 
Reichstag and of the German Tobacco Manufac- 
turers' Association, in 1907. Herr Schmidt was 
discussing the cost to employers of their share of the 
expense of the whole system of German social in- 
surance, generally estimated there at an average of 
4 per cent of the wages on which contributions are 
based, and therefore probably exceeding the propor- 
tionate charge to any American employer, no matter 
how unhealthy or ill-paid the industry. Herr 
Schmidt said: 

"I am convinced that when the social legislation 
was introduced, and for the first time the large 
contributions for sickness insurance and later on for 
old age and infirmity insurance had to be paid, many 
of us groaned. To-day, however, these contribu- 
tions, which occur every year, are booked either to 
the general expenses account or the wages account — 
for they are in fact a part of wages — and they are 
actually calculated as part of the cost of production, 
and eventually appear in the price of the goods, 
though perhaps not to the full extent in times of 
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bad trade. In any event, it is certain that it is hardly 
possible to speak of these insurance contributions as 
constituting any special burden on industry, for if 
you regard the sum so paid, not as a percentage of 
wages, but of the year's turnover, it does not exceed 
Yz per cent, so that in calculating the cost of goods 
that is the extent of the expense to be allowed for. 
That is so small a sum that it is neither right nor 
just to make a noise about it, and to pretend that 
we can no longer pay it if our workpeople are to 
have increased benefits by new insurance legislation. 
Speaking honestly, as one employer to another, I 
am of opinion that the investment in these insurance 
contributions is not a bad one." 

It is, of course, a perfect truism that any real 
damage done to industry reacts to the disadvantage 
of the whole commonwealth, labor included, but 
there is no reason to suppose that the cost to em- 
ployers of the cash benefits here proposed would be 
anything but trivial. 

We have now observed the bare outline of the 
principles of the proposed American legislation. 
Many altogether essential details have been omitted, 
including, among others, the provisions for a short 
waiting period (four days) before drawing cash 
benefits, for voluntary members, for the accumula- 
tion of general and local reserves, for medical cer- 
tificates of disability — these will be observed later, 
with regard to the dangers of malingering — for the 
manner of payment of contributions, for the duties 



124 PUBLIC RELIEF OF SICKNESS 

both of the directors of the Funds and of the state 
supervising authority, and for the extension of the 
right to benefit for a short time to insured members 
who lose their employment. With regard to this 
last provision, it ought perhaps to be pointed out that 
medical treatment, as well as cash benefits, was of 
course to cease, as it did in England and Germany, 
shortly after loss of employment by wage-earners, 
thus cutting off medical relief in times of general 
unemployment, just when it is most needed. This 
is a serious shortcoming from the point of view of 
medical relief, but one which of course cannot be 
avoided by any system of compulsory insurance. 
Suffice it to say, however, that all the foregoing 
details were well worked out on the basis of the 
most successful foreign experience, whether English 
or German, and adapted to American conditions. 

Emphasis has been laid, on the other hand, not 
only upon the practicability of cash relief by com- 
pulsory contributory health insurance, especially 
from the point of view of cost, when medical relief 
is omitted, but also upon the fact that in this case 
cash relief can be made both available and adequate. 
There are, nevertheless, certain American criticisms 
of the principles of compulsory contributory health 
insurance, as well in the case of cash benefits only 
as in the case of both cash and medical benefits 
together, at least some of which must be noted before 
we pass on to the discussion of a non-insurance sys- 



HEALTH INSURANCE IN AMERICA 125 

tern of medical relief. These criticisms may be put 
in the form of charges, almost all of which are gen- 
eral, but some of which are emphasized by special 
interests, whose point of view may be considered 
at the same time. The most important of these 
charges are: 

That no proof exists of the prevention of disease 
under such a system. 

That the benefits are merely poor relief under an- 
other name. 

That the system is paternalistic. This charge is 
made by Samuel Gompers, among others, and may 
be considered in connection with the attitude of 
organized labor. 

That the system encourages malingering, con- 
scious and unconscious. 

That employers are not responsible for any dis- 
ease contracted by their employees unless the disease 
can be legally described as occupational. This 
charge is especially emphasized by the employers 
themselves. 

The attitude of commercial insurance companies 
will be considered separately. 

PREVENTION OF DISEASE 

The subject of disease prevention, under com- 
pulsory contributory health insurance for cash bene- 
fits only, need not detain us long:. All that can be 
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maintained is that pecuniary incentives to reduce 
disease existed under foreign systems, as they would 
exist under the proposed American system. Regard- 
ing the preventive effects of these incentives, no 
positive proof has ever been forthcoming abroad, 
and no guesses are therefore possible in America. 
The facts underlying the statistics of disease are 
so complicated, and many of them so little under- 
stood, that they can seldom be disentangled. What- 
ever the probabilities, therefore, it is not fair to say 
that sickness is either greatly increased by malinger- 
ing, or greatly decreased by pecuniary incentives 
under compulsory contributory health insurance. 

THE DISGUISE OF POOR RELIEF 

The charge that the benefits are poor relief under 
another name cannot, in the case of wage-earners 
earning ordinary wages, be proved. Conditions of 
employment are obviously responsible for a certain 
proportion of sickness among wage-earners. The 
proportion only must remain in dispute; it may be 
either more or less than half. But in the excep- 
tional case of the deficient income class, where em- 
ployers are to be taxed to pay as much as 75 per cent 
or even 100 per cent of the cost of benefits, although 
these provisions are clearly justified by English 
reasoning and experience, the charge is sustained. 
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PATERNALISM : ATTITUDE OF ORGANIZED LABOR 

Compulsory contributory health insurance implies 
the obligation to the State, of the entire wage- 
earning class, to contribute insurance payments for 
the sake of their health, in the same sense as the 
obligation of children to their parents to observe a 
course of conduct for their own good. This is what 
is meant by paternalism. This is not a new Ameri- 
can principle, however, but rather the extension of 
an old principle. In the case of adult female wage- 
earners, for instance, either hours of labor or a 
minimum wage, or both, are established by law in 
practically every state of the Union. Even in the 
case of adult male wage-earners, moreover, hours 
of labor are established by law in certain industries, 
principally mining, in sixteen states. Again, the 
workmen's compensation laws, while they ensured 
the payment of limited damages to wage-earners in 
case of industrial accident, at the same time de- 
prived the individual workman of his previous right 
to bring damage suits for unlimited amounts. These 
laws were all adopted in the interest of the wage- 
earning class. The question, therefore, is not so 
much of the paternalistic principle as of the ad- 
visability of its extension. 

In opposition to such an extension as that of 
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compulsory contributory health insurance, Samuel 
Gompers has always been a leading spokesman. He 
said, for instance, in the course of a speech in 191 7 
which dealt with many phases of his subject, that 
"Compulsory social insurance cannot be adminis- 
tered without exercising control over wage-earners. 
This is the meat of the whole matter. Individual 
freedom exists only when wage-earners have com- 
plete control over their labor power." 

When, however, the New York State Federation 
of Labor, which is affiliated with the organization 
of which Mr. Gompers is president, was faced with 
the necessity of accepting or rejecting a specific 
proposal for compulsory contributory health insur- 
ance, the membership voted to accept it. In the 
first place, of course, they recognized the immediate 
material advantage. In the second place, however, 
they met Mr. Gompers' attack with a counter attack. 
The first paragraph of the conclusion of their "Offi- 
cial Endorsement," entitled "Organized Labor's 
Opportunity," issued in 1918, reads as follows: 

"It is only a question of time when health insur- 
ance will be an accomplished fact. To us as trade 
unionists there are two courses open. Either we 
may hold back blindly until a bill is passed which is 
disadvantageous and burdensome, or we may have 
a bill so drafted as to protect and promote the in- 
terests of organized labor. Already the casualty 
companies are selling group insurance in plants, and 
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a man has to work there a certain number of months 
in order to be entitled to benefit. If he leaves he 
loses his rights. The detrimental effect of such a 
plan is obvious — it tends to tie a man to his job. 
This is the time for organized labor in this state to 
push health insurance through, otherwise the cas- 
ualty companies will have control of the situation to 
the extent that we will not be able to control the 
wage scale in the state/ ' 

In other words, the New York State Federation 
of Labor was faced with the practical dilemma of 
choosing between growing control of insurance by 
establishment funds, and strictly paternalistic con- 
trol by the State. But, to use Mr. Gompers , expres- 
sions, establishment funds "exercise control over 
wage-earners" ; under them wage-earners do not 
have "complete control of their labor power," nor 
does "industrial freedom exist." Therefore, it is 
not surprising that the New York State Federation 
of Labor preferred the effects of direct paternalistic 
control of insurance by a state commission to the 
effects of indirect, but none the less effective, control 
often administered in the interest of employers. 
They were voting, not for or against paternalism, 
in spite of Mr. Gompers, but between what seemed 
to them two different kinds of paternalism, one of 
which was more advantageous than the other. 

The truth is that paternalism — if such an expres- 
sion can be used at all when demanded by the class 
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compelled, as it was by the New York State Federa- 
tion of Labor — can no longer be rejected on prin- 
ciple in America. For that there is too much legal 
paternalism already here; there are also too many 
expedients in existence which have an equivalent 
effect. Criticisms of paternalism must be limited 
to the specific bearings of particular extensions. The 
discussion of the general results of the adoption of 
the principle of paternalism has become a purely 
academic one. 

MALINGERING, CONSCIOUS AND UNCONSCIOUS 

Conscious malingering is represented in the person 
of the workman who at all times prefers drawing his 
cash insurance benefits to working, and for that 
purpose is always trying to get himself certified as 
sick. This sort of malingering, while often clever, 
can be kept under control by an efficient local ad- 
ministration, in which there is a common interest 
between carrier and insured. This is proved in 
America by the experience, for instance, of many 
fraternal lodges; in Europe, by the experience of 
the locally administered German Funds. 

Unconscious malingering — sometimes called vale- 
tudinarianism — is represented in the person of the 
workman who is at all times constantly thinking of 
his health and exaggerating unimportant symptoms. 
He labors under a mild hallucination ; he constantly 
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haunts a doctor's office, if he can find, as he too often 
does, a doctor sufficiently complaisant; he never be- 
lieves himself well ; but he is not primarily interested 
in drawing cash insurance benefits. It is a note- 
worthy fact that this kind of malingering is seldom 
mentioned in connection with American voluntary 
insurance ; it is possible that the reason for this lies 
in the fact that American voluntary insurance so 
seldom provides a doctor's services. But in Ger- 
many and Denmark, on the other hand, the uncon- 
scious malingerer used to "resort to the doctor for 
trivial indispositions" to use the words of the Ger- 
man Government, and thus to run up the medical 
expenses of the Funds. In Germany it depended 
altogether on the doctors to what extent this sort of 
malingering was checked, and it was not always 
sufficiently checked ; in Denmark, on the other hand, 
the societies resorted to the apparently successful 
expedient of obliging insured members to purchase 
tickets with a small sum out of their own pockets 
before they could consult a doctor. American dis- 
pensaries employ a curiously similar device in their 
nominal charges to free patients before treatment 
is given. In the insurance scheme under discussion, 
however, medical benefits have been eliminated, and 
there is, therefore, probably no danger of uncon- 
scious malingering in ordinary times. 

But in extraordinary times — that is to say, in 
times of unemployment — there is a tendency to 
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increased malingering, both conscious and uncon- 
scious. The vast majority of wage-earners obvi- 
ously prefer to work for full wages rather than to 
be idle for a part of them, usually a small part. 
But when men face the fact, or the immediate proba- 
bility, of losing their jobs, more of them begin to 
think, consciously or subconsciously, of drawing the 
cash insurance benefits for which they have con- 
tributed. Foreign experience seems to show that 
in this case, given an effective local organization, 
conscious malingering can still be kept under con- 
trol ; American voluntary experience seems to point 
in the same direction. But unconscious malingering 
was more difficult to check abroad in times of un- 
employment; German doctors apparently had diffi- 
culty in finding out exactly when, and when not, an 
insured patient was unconsciously exaggerating un- 
important symptoms. 

In England, of course, all these problems were 
made more serious by a too centralized, and other- 
wise faulty, organization. In Denmark the ticket 
system had a good effect, and ought to be utilized 
by continuing in America the expedient of a nominal 
initial charge by dispensaries under a non-insurance 
organization of public medical relief, as will be 
observed in the next chapter. But for the checking 
of conscious malingering, with a view to drawing 
cash insurance benefits fraudulently, at all times, and 
for the checking of both conscious and unconscious 
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malingering in times of unemployment, the proposed 
American insurance legislation adopted the wise 
principle of the strictest possible control. 

The American Funds were to be obliged, either 
individually or jointly, to employ a doctor — known 
as the medical officer — solely for the purpose of 
certifying the right of an insured person, if sick, 
to draw benefits as well as the discontinuance of this 
right. This medical officer was to have had no other 
connection whatever with the insurance system. The 
right to give and to withhold benefits was thus to 
have been placed in the hands of a salaried officer of 
the Funds, and taken out of the hands of the attend- 
ing physicians. This would not have prevented the 
evil — observed in Germany — of patients absorbed 
in their own health, consulting doctors and running 
up medical expenses, not in order to draw cash in- 
surance benefits, but because they were fascinated 
with their fancied or exaggerated symptoms. With 
medical benefits eliminated, however, there would be 
no attending physicians ; so this evil need not at this 
point be taken into account. But the appointment 
of a salaried medical officer, on the other hand, re- 
sponsible only to the Funds, to certify the illness of 
the insured and their return to health, ought to pro- 
vide the severe and impartial atmosphere in which 
malingering for the purpose, conscious or uncon- 
scious, of drawing cash insurance benefits becomes 
virtually impracticable. In Germany the employ- 
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ment of medical examiners was often not adopted 
because the doctor so employed by a Fund was put 
in the position of reversing decisions of his brother 
doctors, or even seeming to accuse them of ineffi- 
ciency or fraud. Under the proposed American 
legislation the duties of the medical officer would 
not so nearly touch the acts of other doctors, since 
these would not have the duties of certifying sick- 
ness as a cause for drawing cash benefits. There 
seems no reason to suppose that under such a sys- 
tem all forms of malingering — the extent of which 
has never anywhere been measured, and is not, as a 
matter of fact, measurable^— cannot be kept under 
effective control and reduced to a negligible figure. 



RESPONSIBILITY OF EMPLOYERS FOR SICKNESS 
AMONG THEIR EMPLOYEES 

The criticism of employers, that they are not re- 
sponsible for any disease among their employees not 
legally classified as occupational, deserves the 
closest consideration. For in that case they ought 
not to be obliged to contribute to a system of com- 
pulsory health insurance in which their contributions 
are, however, essential. Without them the system 
would fail. If it is just that both employers and 
employees should contribute, then the normal cash 
sickness benefits are in no sense charity, but a com- 
bination of damages and ordinary insurance settle- 



HEALTH INSURANCE IN AMERICA 135 

ments. If, on the contrary, this is not just, the 
benefits are partly charity, unwarrantably forced 
from employers. The point of view of the average 
manufacturer regarding the responsibility of indus- 
try for disease is a natural one. There are two kinds 
of diseases, he has been told, occupational and non- 
occupational. For occupational diseases, which he 
regards as hazards peculiar to the industry con- 
cerned, he is presumably ready to pay. These he 
justly considers to be a variety of industrial acci- 
dent. At this point, however, his sense of responsi- 
bility not unnaturally ends. Except for the diseases 
legally recognized as occupational, he does not be- 
lieve that he should be obliged to pay a single cent. 

This construction is by no means illogical, and as 
a matter of fact has so far been upheld by American 
courts and legislatures, that is to say, a fairly clear 
dividing line has been drawn between occupational 
and non-occupational disease. The occupational 
disease amendment (1920) to New York's Work- 
men's Compensation Law specifically brackets each 
disease with the process in the industry which is 
liable for the expense of compensation, in addition 
to the diseases and infections, like hernia or blood- 
poisoning, which "naturally and unavoidably" re- 
sult from particular industrial accidents. In other 
states the power to define occupational disease is 
vested entirely in a commission. In still other states 
the courts have themselves taken the whole matter 
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into their own hands, and have given occupational 
disease a specific legal status without intervention by 
the legislature. But in most states neither the legis- 
lature nor the courts have taken specific action or a 
specific stand, with the result that some diseases 
well recognized as occupational are compensated, 
some are not, and much confusion exists. In New 
York, for instance, before the occupational disease 
amendment was passed, compensation was given for 
anthrax, but not for glanders. No doubt there was 
some reason for this, but there is really not much 
difference between a germ disease caught by han- 
dling one employer's horse-hair and a germ disease 
caught by handling another employer's horse. 

In addition to the infections and diseases result- 
ing "naturally and unavoidably" from industrial 
accidents, the principal well recognized occupational 
diseases are poisons, with their after-effects, of 
which lead poisoning is the most prevalent, com- 
pressed air illness, and certain diseases of mining 
which happen to be of little importance this side of 
Europe. In New York there are also listed the 
two germ diseases anthrax and glanders, glass- 
worker's cataract, and cancer from handling tar, all 
of which are relatively very rare. So far as America 
is concerned, the principal diseases, not resulting 
from specific accidents, which are recognized as 
occupational, are poisons with their after-effects, 
and compressed air illness, both of which are them- 
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selves in the nature of accidents. An occupational 
disease, therefore, is a disease regarding which it is 
proved beyond a reasonable doubt that it must have 
teen contracted in and caused by a particular occu- 
pation, and must therefore be compensated by the 
employer concerned. Between such diseases and all 
other diseases a fairly clear dividing line is drawn, 
the clearness of the line depending on the precision 
of the courts or legislature. Absolute precision is, 
of course, impossible ; what actually happens is that 
medical science is expected to bring forward con- 
clusive evidence that each occupational disease could 
not have been contracted elsewhere than in the spe- 
cific occupation, except by the most unusual chance. 
For instance, it is not altogether impossible that a 
man handling hair or hides should contract anthrax 
from his own shaving brush at home, but that would 
be so very unusual as to be considered impossible. 
It can be seen, under the foregoing judicial and leg- 
islative conception of occupational disease, that there 
is not one single important disease which is not 
eliminated from consideration. For while there are 
many diseases which are undoubtedly largely occu- 
pational in their nature, medical evidence to this 
effect — at least in the opinion of the legislatures and 
courts — is still seldom scientifically strong enough to 
prove the presumption beyond a reasonable doubt. 
The degree of responsibility of industry for these 
diseases, nevertheless, deserves a great deal more 
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attention than it has so far had, from the manufac- 
turers themselves, and especially from the general 
public. 

The hazards of industry, which it cannot be 
denied are sometimes hazards to health without 
industry as well as within, have been variously 
classified by various authorities. They largely con- 
sist of (i) infections and poisons; (2) trade dusts; 
(3) hazards of humidity, temperature and illumina- 
tion; (4) chronic fatigue. 

Of course it is compensation only which is under 
discussion in connection with these hazards, not the 
even more important subject of prevention, in 
which an immense amount of work is being done, 
especially in America. The new science of indus- 
trial hygiene is continually making discoveries of 
widely different kinds, the lessons of which are 
whenever possible incorporated into law, or at least 
experimented with by progressive employers. In 
this way all industrial hazards are being reduced, 
as, for instance, in the case of dusts, by new adapta- 
tions of exhaust devices or by the use, wherever 
practicable, of respirators. But reduction is not 
elimination ; with disease as with accidents, it is com- 
pensation which must fill the gap. Industrial 
hazards, therefore, are here placed in the order in 
which their causation of disease is most susceptible, 
for purposes of compensation, of legal proof; so 
direct, for instance, is the relation between disease 
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and infections and poisons that compensation is al- 
most always awarded in the case of this hazard. 

This is not so in the case of trade dusts. The 
question is important, since about four million 
American wage-earners are exposed, in varying de- 
grees, to this specific hazard. Up to very recently, 
although the special danger was recognized as long 
ago as the seventeenth century, no compensation has 
ever been awarded. Within the last few years, 
however, in South Africa (191 2) in the case of 
gold mining on the Rand, and in England (1918) in 
the case of processes involving the cutting, handling, 
breaking, grinding, and crushing of material con- 
taining not less than 80 per cent of silica, compen- 
sation laws have been enacted, and are now in 
force. 

The most injurious dusts are very hard, fine metal- 
lic and mineral dusts. These dusts are breathed into 
the lungs, and, if the work is persisted in, often 
cause death. Tuberculosis, however, almost always 
supervenes before the end. Since the destructive 
effects of siliceous dust — silica, flint, sandstone, etc., 
— have not only been demonstrated after death, but 
even, by X-rays, in the living subject; proof of the 
injury which they inflict is not wanting. Whether 
or not for proper • reason, it is certain that com- 
pensation for this particular sort of disease has 
been too often deferred. At any rate, the South 
African Commission of 191 2 discovered that the 
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onset of the disease took place, among miners in 
the siliceous rock of the Rand, in from two to five 
years. In England, apparently, this period, in the 
case of similar dusts, was thought usually to be much 
longer — ten to fifteen years; but long before that 
time it was known that the workmen in Durham, 
Yorkshire, and Denbighshire engaged in the par- 
ticular process of grinding ganister, a siliceous rock, 
into heat-proof bricks, were dying at the rate of 
179.8 per thousand per year — that is to say, about 
one man in five each year employed in this industry. 
It is, therefore, not altogether surprising that an 
English compensation law was finally passed in 19 18 
covering the 'working of all material containing not 
less than 80 per cent of silica. It must be noted at 
this point, however, that occupations as deadly as 
ganister grinding used to be are not only very rare, 
but quite possibly non-existent, although conditions 
quite as fatal are said on good authority to have 
existed twenty years ago in a gold quartzite ore 
reduction mill operated without precautions in 
Nevada. At any rate, the responsibility of industry 
in England for disease due to work in certain sorts 
of silica dusts is now legally admitted, and is ex- 
pected to be soon extended there in order to cover 
the many kinds of work, like cutler's work, con- 
nected with standstone wheels, stone mason's work, 
and the use, as in the potter's trade, of powdered 
flint. Metallic dusts, however, and certain non- 
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siliceous mineral dusts which, like emery, are prob- 
ably quite as dangerous, appear still to be ignored. 

There are plenty of mortality statistics for dusty 
trades in America which show a tuberculosis rate — 
in dust-suffocation this disease usually supervenes 
early — of at least twice the normal. The trouble 
with these statistics, however, is that the various 
dusty processes are not always sufficiently exam- 
ined. Very recently, for instance, it has been shown 
that the actual grinders in a Connecticut axe factory 
showed a tuberculosis death rate over ten times the 
normal — this was wet grinding, moreover, which 
was supposed to be the safer process — and that all 
the other operatives in the factory showed a normal 
rate. This certainly demonstrates the importance 
in future of more careful examination of processes. 
In the course of time, therefore, it is probable that 
in America as well as in England, it will probably 
be possible to bring legal proof sufficient for the 
award of compensation to workers seriously ex- 
posed to the hazard of the finer and harder dusts. 
But except in the case of these dusts no legal proof 
whatever is in sight. 

Among soft dusts, coal dust, for instance, which 
does not predispose to tuberculosis, shows on the 
other hand a connection with a high pneumonia and 
bronchitis rate which is not well understood ; injury 
from vegetable fiber dust, or from animal and mixed 
fiber dusts, as in the textile trades, cannot be proved, 
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even though the tuberculosis death rate may be far 
above normal. The same is true of organic dust, 
as in the boot-making industry, and of mixed or- 
ganic and inorganic dusts, as in the work of street 
sweepers. The relation between trade dusts and 
disease is with certain exceptions still sunk in ob- 
scurity. 

The more extreme hazards of humidity, tempera- 
ture, and illumination have been compensated. For 
instance, miner's nystagmus, a disease of the eyes 
rare in America, and glassworker's cataract, also a 
rare disease, are listed in New York as occupational. 
The effects of sudden chill, heat prostration, and 
sunstroke have elsewhere in America been compen- 
sated as accidents. But in the case of less obvious 
hazards, such as those of long continued sedentary 
work in conditions of damp or cold, or of long 
continued work under moderately bad conditions of 
dryness, heat, brightness, and darkness, conditions 
all of which give rise to lowered physical resistance 
to disease of one kind or another, the relation be- 
tween cause and effect is of too indirect a character 
to be susceptible of legal proof. When accompanied 
by chronic fatigue, as they often are, these hazards 
are of course increased. 

Of all industrial hazards chronic fatigue is by far 
the most pervasive. "Fatigue/' says Dr. Hayhurst, 1 

1 E. R. Hayhurst, "Industrial Health Hazards and Occupa- 
tional Diseases in Ohio." 
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"which affects the steady worker causes anemia, 
enlargement of the heart, increased blood pressure, 
circulatory diseases, kidney disease, and neuras- 
thenia or nervous exhaustion. The latter is a very 
common complaint of the working classes. Chronic 
fatigue predisposes to weakness and paralysis of 
special parts, and to nervous breakdowns. The 
general fibrosis of all organs and parts encroaches 
upon the reserve forces of these organs and parts. 
Premature old age is a consequence. During the 
course of these chronic affections, which are usually 
progressive when once incited, the person is predis- 
posed to all manner of acute diseases, one of which, 
in the end, is finally signed upon the death certificate 
as the cause of demise." 

That chronic fatigue of a general character is 
often due to occupation, everybody who has ever 
done hard work of any kind no doubt suspects ; but 
that the responsibility of any given industrial process 
for any given case of chronic general fatigue — rare 
cases of purely local symptoms, such as telegrapher's 
cramp, stand in a different category — could be 
proved in such a way as to justify legally an award 
of compensation appears highly improbable. It is 
true that the presence of fatigue poisons — definite 
chemical substances — in the human body can be dem- 
onstrated by specific laboratory methods ; but science 
has as yet found no satisfactory way of calculating 
the amount of fatigue — that is to say, of differenti- 
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ating between normal fatigue, which is harmless, and 
chronic fatigue, which is harmful. And even were 
this possible, it would still be necessary to establish a 
direct relation between chronic general fatigue and 
the disease of which it might, or might not, be the 
cause. Yet who does not know someone who has be- 
come run down from general overwork and fallen 
sick, or even died, as the result ? Chronic fatigue is, 
of course, not confined to what is called industry, yet 
the factors which contribute to chronic fatigue 
among wage-earners are more numerous than in 
other walks of life. To quote, for instance, from 
one of the many lists of these factors, there are, 
among others: hours, wages, speed, rhythm, con- 
centration, complexity, noise, vibration, heavy 
weights, posture, monotony, ventilation, light, space, 
excessive cold or heat, sanitary facilities, smells. 
There are factors in chronic fatigue also out of 
working hours, such as the amusement factor; but 
the housing factor, which is admittedly a highly im- 
portant one, is by no means wholly unrelated to 
industry. It is the elimination of the purely in- 
dustrial factors which improves the life of the 
relatively badly paid, hard-worked, and often poorly 
housed American farm laborer. 

That industry is responsible for a great deal of 
disease for which it does not pay, it is impossible 
to deny, and this many manufacturers already ac- 
knowledge. But, on the other hand, they realize, 
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better than any outsider, the difficulties which beset 
them not only in labor opposition — not always un- 
grounded — to the free gifts of welfare work, but 
also in the uncivilized ignorance of many immigrant 
workmen, such as may be seen both in their home 
life and in their treatment of modern industrial 
sanitary facilities and other like precautions for the 
prevention or reduction of disease. This ignorance 
is, in American minds, often associated with Eastern 
Europeans ; but to one who knows the state of gen- 
eral and personal sanitation in French Canada, for 
instance, and the ignorance of the first principles of 
health which even this intelligent, hard-working, 
ambitious, and economical race bring with them to 
America, it is not difficult to understand the em- 
ployer's point of view. It is as a result of experience 
such as this that manufacturers believe that the solu- 
tion of the problem of industry's responsibility for 
disease ought in justice to be left to the personal 
qualifications and initiative of employer and em- 
ployed. 

But, on the other hand, the fact must be faced that 
medical science gives only an immeasurably distant 
hope of knowledge adequately exact. We cannot 
wait for that. For some proportion of uncompen- 
sated disease industry is actually responsible and for 
that proportion justice demands that industry should 
pay. The most just way to assume that proportion, 
in the opinion of the writer, has already been indi- 
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cated, viz., a system of compulsory contributory 
health insurance where the employer's part of the 
average contribution rate is not fixed but elastic, so 
that the expense of benefits in all Funds shall be paid 
by the employee's fixed rate plus or minus the rate 
of employer's contribution necessary to meet the 
expense. Such a system, with the addition of those 
provisions, already included in the proposed legisla- 
tion, whereby different trades in the same Fund, or 
different establishments in the same industry, bear 
also the charges of abnormal or subnormal sickness 
experience, would do substantial justice. 

ATTITUDE OF COMMERCIAL INSURANCE COMPANIES 

The attitude of the commercial companies has 
been left for independent consideration, because 
their interests are not involved in any one particular 
criticism. 

Except in the case of a relatively few small cas- 
ualty companies and assessment associations, health 
insurance is a mere drop in the bucket of the com- 
mercial insurance business of the nation; a good 
many companies do not touch it at all, because 
among the scattered individual policyholders a 
danger of malingering exists which does not seri- 
ously exist among the members of a trade union, an 
establishment fund, a fraternal order, or a com- 
pulsory health insurance Fund. Nevertheless, there 
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are to be found nowhere such bitter opponents of 
compulsory contributory health insurance as among 
the commercial life insurance companies, particu- 
larly those companies chiefly dealing in industrial 
life insurance. 

Industrial life insurance has been defined by John 
F. Dryden, late president of the Prudential Insur- 
ance Company of America, as follows: "Life in- 
surance for small amounts, chiefly on the lives of 
wage-earners and members of their immediate fam- 
ilies, with premiums payable weekly and collected 
from the houses of the insured." An idea of the 
size of the business in the United States may be 
given by the 19 19 figures. At the end of that year 
there were outstanding against the industrial life 
insurance companies nearly forty-four million poli- 
cies to the amount of over six billion dollars. The 
average size of the policy was $142. These figures 
indicate that almost all wage-earners insure them- 
selves and their families for the purpose of paying 
the expenses of their last illness and especially, of 
their decent burial. This insurance is very expen- 
sive; for every $100 which a policyholder pays he 
got back in 1917 something like $62.50. The reason 
for the high expense is first, a higher death risk 
among wage-earners than among other classes ; sec- 
ondly, and chiefly, the necessity of employing col- 
lectors to make weekly collections at the houses of 
the insured. 
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Now there is a provision in most systems of com- 
pulsory contributory health insurance that the ex- 
penses, up to a certain amount, of the burial of a 
deceased insured person be paid by the Fund of 
which said person was a member. This is part of 
the insurance. In England this provision was not 
only left out of the minimum benefits, but forbidden 
even as a permissive provision, on account of oppo- 
sition by the English industrial life insurance com- 
panies. In the proposed American legislation, the 
amount was to be fixed at $100. It is easy to see 
what the effect would be upon the business of the 
industrial life insurance companies, if $100, plus 
part of the expenses of the last illness, were paid to 
all wage-earners by compulsory health insurance 
Funds. Except in the case of wage-earner's de- 
pendents, the industrial life insurance companies 
might be driven almost from the field. Therefore, 
these companies regard compulsory contributory 
health insurance with bitter aversion. 

And yet the present conditions are not encourag- 
ing. In spite of the most efficient management, and 
in spite of the most sustained effort, 1 the industrial 
life insurance companies cannot overcome the high 
cost of the inevitable weekly collection at the homes 
of the insured, and a system by which policyholders, 

*In this regard, the preventive health work of the Metro- 
politan Life Insurance Company deserves unlimited praise. 
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on the average, got at death, in 191 7 only about 
$62.50 for every $100 they paid in premiums. 

Group life insurance has been suggested as the 
only alternative capable of making industrial life 
insurance very much cheaper. There were in 191 7 
in the United States about 325,000 wage-earners, 
so insured to the amount of about $250,000,000. In 
1920 it was stated that several hundred million dol- 
lars of this insurance was in force, all of the growth 
having taken place since 191 o. Ini9i7 the amount 
per policy was about $750, on the average, as against 
$142, per policy in 1919, in the case of the forty- 
four million individual industrial policyholders. 

Group life insurance is sold to employers who 
frequently assume the entire expense, which appears 
to average only about one dollar a month per em- 
ployee. Its relative success, compared with group 
health insurance, is partly due to its greater cheap- 
ness, which grows out of the fact that the trouble 
and expense of local administration are relatively 
negligible. It is open to the same objection as group 
health insurance, however, in that a man who leaves 
his employment loses his insurance. Moreover, the 
policies are so written as to make it possible for an 
employer to terminate the insurance of his employees 
at any annual period of renewal. It is as much the 
spread of group life insurance as that of group 
health insurance, which the New York State Fed- 
eration of Labor so greatly fears. 
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The truth about group life insurance is that it 
costs a wage-earner nothing, but gives him no 
stability of protection. Therefore it is not likely to 
reduce the demand for individual industrial insur- 
ance, as the companies which sell that sort of in- 
surance no doubt know very well. Compulsory 
contributory health insurance does give the necessary 
stability of protection, up to the amount of $100, at 
a rate so cheap as to cut the ground from under the 
industrial insurance companies. The saving to 
wage-earners and the loss to the companies would, 
under compulsory contributory health insurance, and 
in view of the nearly forty-four million members of 
the wage-earning population insured in 1919 for over 
six billion dollars, be simply incalculable. That is 
the situation, and that is why the industrial life in- 
surance companies regard compulsory contributory 
health insurance as an invention of the devil, and 
are fighting it with every influence at their command. 

We have observed that the proposed American 
legislation would make insurance against sickness 
adequate and available. We have also observed 
certain criticisms of the principles on which the 
system is based. Let us now turn to the positive 
advantages which would accrue, or in other words, 
note the results of making insurance against sick- 
ness available and adequate. 

According to the findings of a report to the 
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Illinois Commission, which were based on a system 
in which the principal difference — besides the in- 
clusion of medical benefits — was that the maximum 
weekly wage-limit, on which contributions are based, 
was to be fixed at $25 instead of $18, as suggested 
here, the following results would have been obtained 
among the wage-earners examined in Chicago : 

Distribution of 70 per cent of the losses due to 
sickness. 

Costs completely covered in 30 per cent of the 
families experiencing downward shifts in economic 
status; costs reduced by three-fifths or over in an 
additional 55 per cent of these families. 

Deficits eliminated in 43.2 per cent of cases; re- 
duced to less than $50 in an additional 15.9 per cent 
of cases. 

Reduction of poverty due to sickness three-quar- 
ters ; reduction of all poverty one-fifth. 

Reduction of dependency due to sickness not over 
one-half; reduction of all dependency just under 
one-fifth. 

These findings plainly indicate the nature of the 
results aimed at and attainable — i.e. redistribution 
of nearly three-quarters of the loss of earnings 
caused by sickness, over three-quarters of the down- 
ward shifts in economic status avoided; over half 
the deficits wiped out or reduced to nominal figures ; 
the poverty and dependency due to sickness respec- 
tively reduced by about three-quarters and about 
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one-half ; all poverty and dependency respectively 
reduced by about one-fifth. 

The first case quoted — all these cases are taken 
from the Illinois report — involves neither a down- 
ward shift in economic status, a permanent deficit, 
poverty nor dependency : 

"Case 17. Going into debt. The mother and 
sister of the wife live with this young colored couple, 
who have no children. When the husband lost ten 
weeks by sickness, the wife went to work. Out of 
her earnings she was able to pay only for food, oil, 
light, and three months' rent. The back rent was 
gradually paid up out of the earnings of the husband 
when he returned to work. They are now square 
with the world." 

What this class of cases chiefly typifies is a state 
of anxiety. It is the sort of case of which many 
would say, "Is not this family of wage-earners better 
off in the end for having saved themselves?" Un- 
fortunately the effect of anxiety upon a conscientious 
man and a good husband or father is often to do 
himself irreparable injury by sticking to his job as 
long as he can stand upright. This is the opposite 
of valetudinarianism. Sickness becomes perma- 
nently disabling or fatal where it might have been 
trivial if treated in time. Thus the best of motives 
may end in the worst of results. 

The second case quoted illustrates the nature of a 
deficit : 
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"Case 9. Normal breadwinner. Disabling injury 
by nan-industrial accident. Mr. F. is a laborer in 
the steel mills earning $26.60 a week. He was able 
to meet the ordinary requirements of home economy 
for wife and three little children, six, four, and three 
years old until he was taken to a hospital on account 
of injury. This occurred the night the youngest 
child was born. He was waylaid by two men and 
so injured that an operation was necessary. It was 
five months before he was able to resume his work. 
This accounts for the aid given by the Charity Asso- 
ciation and the company, and the help otherwise 
given. Moreover, it accounts for the borrowed 
money and the doctor's bill of $125. Had there 
been adequate health or accident insurance there 
would not have been the need for charity work or 
for borrowing* money ($75 to pay the hospital 
bill), nor the large doctor's bill, $125 still due. 
All these things are a handicap to the family 
now. Fortunately the father has recently received 
an increase in wages which will probably make it 
possible for the family to regain its normal eco- 
nomic independence. At the time of the visit of the 
investigator the front room had nice clean curtains 
at all the windows, and the rug and floor were quite 
clean." 

That a three years' struggle against a deficit not 
incurred by his own fault, is a good thing for the 
father of a young family can hardly be maintained. 
Where a case of this kind ends in economic collapse 
and family dispersion, the price is rather a heavy one 
to pay. 
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The third case quoted involves a downward shift 
in economic status : 

"Case 15. Retrenchment and deprivation. Mov- 
ing to cheaper quarters. This is an American family 
of the standard budget type, father, mother, and 
three children. This mother is decidedly an excep- 
tional woman. She told the visitor that three years 
ago the family lived in a twenty dollar flat in one 
of Chicago's suburbs; they had plenty of space and 
there was fresh air for the children. However, the 
children became sick ; they had measles together, then 
they caught scarlet fever, and no sooner were they 
better than the baby got infantile paralysis. For 
the whole year practically, the children were ill, and 
the doctor bills and other debts increased continually. 
The father worked steadily, but by the time the 
children were entirely recovered, the family was 
badly in debt. The first thing the mother did was 
to move to this $11 flat, and she has scraped and 
economized in every possible way during the last 
two years to get out of debt. She says it is only the 
last two months that they have paid up every penny 
they owed." 

This case, like the other two, had not ended in 
defeat and collapse. It needs no imagination, how- 
ever, to see what would have happened in case of 
sickness and unemployment of the breadwinner, or 
in case of sickness of the wife. All three cases are 
illustrations of the temporary misery caused by 
sickness. So far, so good; but if the misery is not 
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temporary, it soon results in conditions of poverty 
or dependency, often of a permanent kind. 

The fourth case quoted illustrates a condition of 
poverty : 

"Case 19. Substitution of wife for disabled 
husband as breadwinner. This Polish family con- 
sists of four members, father, mother and two 
children, twelve and eight years old. The father 
is a cement worker by trade. The first fifteen weeks 
of the year he earned thirty cents an hour or $14.40 
a week. Then early in November he caught a 
severe cold from which pneumonia developed. This 
laid him up until the first of March. Just as he 
was starting to work again, he fell and dislocated 
his shoulder, which kept him at home another 
month. After his fall, the mother took a "job" as 
dishwasher in a restaurant at $8 a week. She is not 
very strong and the work is too hard for her. In 
April and in May she was at home two weeks at 
a time with colds. The last of March the father, 
whose shoulder had not entirely recovered, started 
to work as flagman on the tracks at $15 a week. He 
is far from well and has had to stay at home twice 
this summer for about eight days at a time. He 
never remains away from work long enough to 
receive any sickness benefit. The first of July the 
mother gave up her. work at the restaurant and is 
staying at home now. She has decided there is no 
use in her trying to work any longer, as it is alto- 
gether too hard for her. About four months ago, 
the family took a lodger, who pays them $3 a 
month." 
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This case is left on the edge of collapse. It may 
be said that perhaps these people lacked courage, 
but on the other hand one more comparatively small 
calamity — dislocated shoulder, for instance — might 
have turned out to be the finishing blow in any of 
the three previous cases. 

The fifth case quoted illustrates a condition of 
dependency : 

"Case 12. Normal breadwinner. Other chronic 
disabling sickness of fifty-two weeks. Mr. and Mrs. 
N have seven children, all girls. The oldest is only 
twelve years old, the youngest nine months. Mr. N 
has been working for a car shop during a period of 
five years. He had been doing heavy work, and 
soon developed heart trouble. Later his physician 
forbade him to work, but having a wife and children 
to support he kept his position until he was obliged 
to leave and apply for admission to the Cook County 
Hospital. He is not able to work, and is at present 
at home hoping for a time when he will be able to 
work again. His wife is not able to work since the 
youngest of the children is only nine months old. 
The County Agent provides the family with gro- 
ceries and other necessities, while the United Chari- 
ties is paying their rent, and also eight dollars a 
week for living expenses. The man and woman are, 
however, in very low spirits, seeing no way out of 
the situation. To get wgll the man would need to 
spend several months at least on some farm having 
plenty of fresh air and good meals. Both the father 
and mother say that they keep on struggling only 
for the sake of the children." 
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This is economic collapse, combined with the 
moral handicap of a resort to public and private 
charity. Under a system of compulsory insurance, 
this man might have stopped work when he was first 
sick, and without resort to the agents of the poor 
law. 

These five cases illustrate various degrees of 
misery which sickness causes, misery which is now 
relieved, if at all, chiefly by public or private charity. 
This is the sort of misery which would henceforward 
be relieved, not by charity — which carries with it 
the handicap of a stigma which no self-respecting 
person accepts, except as a last resort — but by a 
system of compulsory contributory health insurance 
such as has just been described 



CHAPTER IX 

REASONS FOR PUBLIC MEDICAL RELIEF BY HEALTH 

CENTERS IN AMERICA 

In reading the details of the cases quoted in the 
last chapter, the necessity of providing adequate 
medical relief as well as adequate cash relief must 
have been observed, so to speak, at close range, just 
as it must have been observed, in a more general 
manner, in Chapter II. It must also have been 
observed, in both connections, that while wage- 
earners need cash relief for themselves only, they 
need medical relief for their families just as much. 
Medical relief for the families of insured was not 
provided by compulsory contributory health insur- 
ance in England; it was not to have been provided 
under the proposed American legislation ; it was only 
provided by the richer German insurance Funds, 
and, even in that case, but inadequately provided. 

Moreover, it has also been observed that adequate 
medical treatment ought to be provided, not to any 
particular class, like the wage-earning class, for a 
limited time and while in employment, but at all 
times to the entire public, since it is often beyond 
the means and beyond the reach of even the so-called 
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well-to-do. We have seen that it is in America as a 
rule only available to the very rich; that to others it 
is only occasionally available, through a relatively 
few hospitals with their out-patient departments or 
dispensaries, which alone have the organization and 
the income necessary to supply it economically and in 
bulk ; and that these usually provide it free, though 
sometimes of late through pay dispensaries, which 
have been described, and which are increasing. 

It is therefore natural that the legislation, which 
was first introduced in the New York Legislature 
in 1920, under the auspices of the health authorities, 
as a substitute for the medical relief features of 
compulsory contributory health insurance, aimed to 
encourage the further development of hospitals and 
dispensaries, both pay and free. It will be remem- 
bered, moreover, that the development of these medi- 
cal facilities has in the past in America been seri- 
ously handicapped by lack of support, especially out- 
side of the large cities. In many of the smaller com- 
munities, for instance, hospitals and dispensaries are 
for this reason either non-existent or so extremely 
inadequate as to discourage surgeons and specialists 
from practicing there. Even in large cities lack of 
support has resulted in doctors being almost always 
unpaid and often overworked in existing hospitals 
and dispensaries, thus giving rise to hurried and 
careless work, and to a sometimes unsympathetic 
attitude toward patients. Finally, since hospitals 
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which are insufficiently supported must be made to 
pay or close their doors, we have such a situation 
as was shown in Illinois, where in the large cities 
and outside them 40 per cent and 53 per cent re- 
spectively of the general hospital beds were annually 
vacant, not because there were no patients in need 
of hospital treatment, but because these patients 
could not pay the rates which had to be charged 
there. 

In order, therefore, to encourage the further de- 
velopment of hospitals and dispensaries of the high- 
est standard, both pay and free, the following prin- 
ciples were adopted in the legislation proposed in 
New York in 1920 and 1921 : 

The principle that adequate medical treatment 
ought to be available, at all times, to all in need of 
it, irrespective of their means. 

The principle that hospitals ought to be erected, 
and dispensaries established, where non-existent, 
used where available, or extended where extension 
was the local need. 

The principle that all physicians who practice in 
hospitals or dispensaries ought to be paid. 

The principle that these medical facilities ought 
to be organized not only so as to provide the very 
highest standard of medical treatment, but also so 
as to provide it in the most systematic — and there- 
fore economical — manner possible. 

So far so good ; but by what method were these 
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principles to be put into effect ? We have therefore 
two other principles : 

The principle that localities ought to be encour- 
aged, not compelled, to thus provide adequate treat- 
ment, according to their local circumstances and 
needs. 

The principle that this encouragement should take 
the form of state aid to county and city authorities. 

The organizations here proposed were to be 
known as health centers. There must be indicated, 
previous to any discussion, first, the principal con- 
stituent services of which health centers were to be 
composed, then the manner of their establishment 
and organization, and finally, the provisions for 
state aid. 

CONSTITUENT SERVICES OF HEALTH CENTERS 

Health centers, if established, were to consist of 
all, or any, of the following services : 

Hospitals and sanatoria. These might be en- 
tirely erected, or, on the other hand, arrangements 
entirely made with existing institutions; or each 
course might be partly followed. 

Dispensaries. These might include all or any of 
the following clinics for out-patients : general medi- 
cal, surgical and diagnostic ; maternity, pre-natal and 
child welfare; school children; mental and nervous; 
tuberculosis; venereal; dental. 
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Laboratories, auxiliary to the state laboratories 
now existing. 

Public health nursing service. 

Cooperation with the department of education in 
the examination of school children; providing fa- 
cilities for needed treatment. 

Periodical medical examination of all individuals 
desiring this. 

Headquarters of all other public health, medical, 
nursing, and other public welfare agencies of the 
districts which wish to utilize the same. 

Consultants, in addition to the local specialists, 
were to be provided from time to time by the state. 

The adoption of every item of every one of these 
constituent services by a single health center of 
course represented a counsel of perfection. The 
object, however, was to set the standard of adequate 
medical treatment as high as possible, whether or not 
it was often reached in practice. The standard ac- 
tually set was very high. Nevertheless, it is to be 
observed that the services of doctors at the homes 
of patients were omitted. 



ESTABLISHMENT AND ORGANIZATION OF HEALTH 

CENTERS 

The principle of the legislation is, as we have 
already observed, one of encouragement, not of 
compulsion, or in other words permissive, not 
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mandatory. Health centers were to be established 
in localities only when the local authorities, who di- 
rectly represent the voters, decided upon it. Health 
centers, if established, were to be located in defined 
areas known as districts. The right to establish 
them was to belong to the present county and city 
authorities of all counties and cities, either separately 
or jointly — that is to say, to boards of supervisors 
of counties, and to mayors, common councils, or 
boards of estimate of cities. If this right was exer- 
cised, the powers of the authorities were to be as 
follows : 

The power to purchase, lease, or acquire real prop- 
erty for the site of the district health center, and 
to contract for the erection or alteration of suitable 
buildings, subject to the approval of the state depart- 
ment of health; and to lay taxes, or to borrow 
money, for these purposes. 

The power to appoint a board of managers — 
consisting of seven persons, of whom two must be 
physicians — of the health center (unsalaried), who 
in turn were to appoint the superintendent of the 
health center and fix his salary, appoint a medical 
board, appoint all members of the medical, surgical, 
and laboratory staff of the health center and fix their 
salaries or fees, appoint and employ public health 
nurses, and erect all additional buildings found 
necessary after the health center had been placed in 
operation, and make all necessary improvements and 
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repairs within the limits of the appropriations made 
therefor, subject to the approval of the state com- 
missioner of health. The board of managers was 
also to have the power to establish branch or sub- 
centers for any reason, topographical or other, 
which seemed good to them, these sub-centers to 
contain any one or more of the constituent parts of 
a health center, except the laboratory. 

Control of the district health centers, generally 
speaking, was thus to be vested in the board of 
managers, but in fixing salaries, and in otherwise 
incurring money obligations, they were to be re- 
quired to keep the money outlay for each specific 
purpose within the specific appropriation made there- 
for by the county or city authority. Thus the 
county or city authority was to have two distinct 
responsibilities, to make the initial contracts, and to 
appoint the board of managers of the health center. 
But it must be borne in mind that the board of man- 
agers of the health center were to be specifically 
limited in their powers to each specific appropriation 
made by the county or city authority. The county 
or city authority, which directly represents the 
voters, was thus to retain in its hands the power to 
make or to refuse each specific outlay. 

The superintendent of the health center, who was 
to comply with qualifications prescribed by the public 
health council of the state, was to be the executive 
officer of the health center, including hospitals, 
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clinics, laboratories, and all other activities. He was 
to be responsible for equipment, internal control and 
discipline, appointment of employees — except physi- 
cians — and financial and statistical accounts and 
records. He was also to be responsible for the 
reception and discharge of patients, including in- 
quiries, if necessary, into their financial circum- 
stances. That is to say, his duties were to be to 
admit all district patients to the health center with- 
out question, irrespective of their means, and to 
discharge them when cured. If they were able and 
willing to pay the cost of treatment, well and good. 
If they were obviously unable to pay any part of 
the cost of treatment, well and good; the charge 
then was to become a local charge. But if there 
were any doubt as to their ability to pay, the super- 
intendent was to make inquiries, and was to be offi- 
cially empowered to charge and recover, when 
necessary, part or the whole of the actual cost of 
treatment from patients able but unwilling to pay. 
It should here be remarked that the whole health 
center system is centralized about the superintendent, 
and that it is upon his conception and performance 
of his duties, and upon his relations with physicians, 
patients, and the representatives of the public, who 
pay the bills, that its success chiefly depends. 

The medical board was to have charge of the 
medical and surgical affairs of the health center. 
They were to advise the board of managers in the 
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making of rules and regulations necessary for the 
medical and surgical care and treatment of patients, 
and for the study of the nature and cause of death 
in cases terminating fatally. While their powers 
were to be nominally advisory to the responsible 
board of managers, on all medical questions, their 
opinion was certain to have a preponderating weight. 
It is to be observed at this point not only that the 
initial establishment of health centers is for local 
authorities, which directly represent the voters, to 
decide, but that it also lies in their power to develop 
the scheme in minute detail in such a way as to meet 
local needs and conditions. The provisions for the 
organization of health centers are therefore ex- 
tremely elastic. 

PROVISIONS FOR STATE AID 

Having now observed that the proposed legisla- 
tion is permissive as a whole and in detail, we must 
turn to the question of encouragement, the impor- 
tance of which must by now have been recognized. 

The details of these provisions must now be given, 
which were to be, in the language of the proposed 
legislation : 

"For the construction and equipment of hospitals 
one half of the cost thereof, such payment not to 
exceed seven hundred and fifty dollars per bed es- 
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tablished in such hospital, and for this purpose no 
aid shall be granted from the state for beds in excess 
of one to each five hundred of the population 
affected. 

"A grant of seventy-five cents per day for each 
free patient maintained in any hospital operated as 
a part of such health center. 

"A grant for the establishment of each out- 
patient clinic or sub-center equal to one-half of the 
cost of installation, the amount to be paid by the 
state for this purpose not to exceed five thousand 
dollars per clinic. 

"A grant toward the ordinary current expendi- 
tures for free treatment in such clinic, not to exceed 
50 per centum of such cost and not to exceed an 
average of twenty cents per treatment. 

"A grant of one-half of the actual cost of mainte- 
nance of the laboratory or laboratories of health 
centers not in excess of three thousand dollars per 
annum for each laboratory and of fifteen hundred 
dollars toward the initial installation and equip- 
ment of such laboratory." 

All the cash figures quoted above represent from 
about 25 per cent to 35 per cent of the actual cost. 
In the case of the provision of hospital beds at a 
ratio as low as one to five hundred population, it 
must be understood that existing hospital beds are 
not taken into account. This ratio, therefore, has 
to do only with supplementary hospital construction. 
In order to encourage the provision of new hospital 
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and dispensary construction, moreover, the giving 
of state aid was to be limited to public institutions 
erected and organized under the proposed legisla- 
tion, with the exception of laboratories and mater- 
nity, children's, tuberculosis and venereal clinics. 

Equally important was the provision that no state 
aid should be given to any health center, unless the 
"area of the district, site, design, and construction of 
the buildings, equipments, work and conduct of such 
health center, hospital, clinic, laboratory, or other 
public institution" had received the approval of the 
state commissioner of health, whose duties were to 
maintain all standards at the point set by the legis- 
lation, and who was thus made the actual central 
supervising authority of the system. 

Provision was also to be made for the expenses 
of consultants sent by the state department of health. 

There were also to be provisions apparently in- 
tended to discourage, in the larger and more compact 
counties, health center districts of over 50,000 popu- 
lation, but to encourage, in the smaller and more 
sparsely inhabited counties, combinations of counties 
into health center districts of at least 100,000, hav- 
ing, however, sub-centers. 

In other words, what it was proposed that the 
state should principally promise to do, was to place 
a dollar of its own alongside each dollar voted by 
the municipal authorities of a health center district 
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— up to a certain specified amount, equal to 25 
to 35 P er cent °f actual cost, for each specified 
purpose. The scheme, therefore, was to be suffi- 
ciently elastic to allow each locality to meet its 
particular medical needs, while it was to penalize 
the locality which wished to spend no money at all, 
inasmuch as such locality would be paying out, with- 
out return, in general taxation, substantial amounts 
toward the state's proportion of the money grants 
extended to less penurious localities already taking 
advantage of the offer. It can readily be seen that 
unprogressive communities would thereby be placed 
in a somewhat awkward dilemma. 

The principle of encouragement is, therefore, a 
double one. It is both direct and indirect — direct 
because localities establishing health centers would 
obtain direct and immediate financial assistance, in- 
direct because localities not establishing health cen- 
ters would be indirectly assisting, against their will, 
the localities which had. 

The questions which now arise are, first, would the 
establishment of health centers follow the passage 
of the proposed legislation, and if so, to what ex- 
tent? and, second, if established in all its constituent 
services, would a health center be likely to provide 
adequate medical treatment, and work in a satis- 
factory manner from the point of view of patients, 
physicians, and taxpayers? 
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PROBABLE EXTENT OF ESTABLISHMENT OF HEALTH 
CENTERS UNDER THE PROPOSED LEGISLATION 

In 1920 and 1921 the New York Legislature 
showed some disposition to pass the proposed legisla- 
tion, but, on the other hand, they showed a good 
deal less disposition to vote the necessary sums for 
state aid. Were the legislation to be passed with 
only a nominal appropriation for state aid, which 
seems quite possible, the result would be that a 
high standard of medical treatment would be legally 
set, but that only large, rich communities could be 
expected to avail themselves of any of the permis- 
sive provisions of the law. The proposal to extend 
state aid was intended to influence rural and indus- 
trial communities, both directly and indirectly, to 
improve medical facilities which are now notoriously 
insufficient; but this they cannot be expected to do 
if the legislature fails to provide the necessary ap- 
propriations for state aid. 

If, on the other hand, the legislation were to be 
passed with an appropriation adequate for the pro- 
vision of the promised state aid, the result should 
be that of rolling a snow ball down hill. For no 
community would like paying taxes for something 
from which it derived no advantage; and the estab- 
lishment of health centers by each additional com- 
munity would mean that the communities left out 
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would have to pay out in taxes more and more 
without return. Appropriations for the promised 
state aid should result not only in an increasingly 
faster establishment of health centers, but also in 
an increasingly faster development of their con- 
stituent services, and consequently of their adequacy. 

PROBABILITY OF ADEQUATE MEDICAL TREATMENT BY 

HEALTH CENTERS 

This principally depends on the development of 
the constituent services of health centers, which, as 
we have seen, depends in turn upon the actual pro- 
vision of state aid. Assuming, however, that the 
proposed legislation was passed in good faith — that 
is to say, with appropriations adequate for the pro- 
vision of the promised state aid — we should have 
a pecuniary incentive to achieve actually the adequate 
standard which has been set, and it is fair to assume 
that this standard would be achieved by a larger 
number of health center districts as time went on. 
Let us then discuss the standard itself. 

The standard requires adequate out-patient treat- 
ment, including drugs and appliances. This would 
mean the establishment of dispensaries — including 
all the clinics for which local specialists were avail- 
able — attached to the hospital at the center and sub- 
centers. 

The standard requires the erection or utilization 
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of a local laboratory in connection with the health 
center. 

Hospitals, dispensaries, and laboratories are the 
foundation of adequate medical treatment, which, 
as well as their lack, has already been shown. 

The standard requires a public health nursing 
service. The necessity of this has so far received no 
attention. 

The duties of the public health nursing service 
may in a sense be described as field work. The 
nurses were to be used "for the discovery of cases 
of communicable or other diseases, for the visitation 
of such cases and of patients discharged from the 
health center hospital or from any other part of such 
health center and for the performance of such other 
duties as may seem proper." A good public health 
nursing service is invaluable to any community, yet 
is usually lacking, and probably nowhere complete. 
The nursing reports would contain the information, 
and often the most complete information, on which 
knowledge of the state of health of the community 
depends; the nurses would establish a link between 
the health center and those patients who were still 
in need of after care; they would also establish a 
link between the health center and individuals who, 
though they needed treatment, had not yet visited 
the health center. They would be the public health 
field agents who would protect, watch over, and to 
a large degree educate the community which they 
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served, at the same time keeping the health center 
informed as far as possible of the health of the 
district. The direction of the work of social service 
would fall to them. 

The standard requires the cooperation of hospi- 
tals, dispensaries, laboratories, and nursing service 
under one head — that most important officer, the 
superintendent of the health center. Only by such 
coordination under a single head, as in hospitals with 
their out-patient departments, can the various ser- 
vices efficiently function. It is in this that the 
principle of medical relief by health centers chiefly 
differs from the principle of medical relief by health 
insurance. The former is based on a very high 
degree of centralization; the latter is based on the 
provision of the services of individual doctors to 
individual patients at doctors' offices or at the homes 
of insured, which is a decentralizing influence. 

The standard requires cooperation with the de- 
partment of education in the examination and treat- 
ment of school children. Experience of the New 
York Education Law has shown some such coopera- 
tion to be necessary. 

The standard requires the examination of all in- 
dividuals who desire such examination. The pre- 
ventive intention of this provision is obvious. 

The standard requires the coordination of all 
other public health (or preventive) agencies, which 
so elect, at the health center. Such coordination of 
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preventive and remedial agencies would do much to 
popularize the health center with taxpayers, as well 
as tend to economy and system. 

The standard requires the provision of the services 
of visiting consultants by the health department of 
the state. The value of this provision both to doc- 
tors and patients in all health center districts is 
evident. Wide previous announcement of the com- 
ing of eminent specialists was to be furnished to all 
doctors desiring such consultation for the benefit 
of their patients. These visits would be of great 
scientific value to the district medical profession, of 
great practical value to patients, and in the most 
economical way would diffuse throughout the state 
the services of all the leading authorities in their 
special spheres. 

The standard does not require the visits of doctors 
to the homes of patients. How serious this omission 
would be would depend upon the adequacy of hospi- 
tal facilities. For provided that there would always 
be room in hospitals for any patient too sick to go 
himself to the dispensary, the patient would lose 
nothing — in fact, would often gain — by the omis- 
sion. For the hospital is always in serious cases, 
often in other cases, a better place for treatment 
than the home. 

If, therefore, a health center were completely 
established in a district, the organized provision of 
hospital, dispensary, laboratory, and nursing facili- 
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ties, with the addition of visiting consultants, would 
probably provide adequate medical treatment. The 
expression "probably" is still used, because adequacy 
must also be discussed in the light of the points of 
view of patients, physicians, and taxpayers, any one 
of which interests would be able to prevent the 
service, however complete nominally, from actually 
working adequately. 

THE HEALTH CENTER AND THE PATIENT 

The treatment which a patient would get from a 
good health center, or sub-center, is exactly the same 
treatment which he would be able to get from a good 
out-patient department of a hospital, as was de- 
scribed in Chapter II. That is to say, he would get, 
first, as adequate an examination and diagnosis, and 
second, as adequate treatment, as the medical facili- 
ties of his community afforded. But, unlike the out- 
patient department described in Chapter II, the 
health center would permit, and if necessary, require, 
that he pay as much of the actual cost of treatment 
as he could. This is the principle of the pay dis- 
pensary, and patients as a rule like this principle, as 
the experience of pay dispensaries has already 
proved. 

But patients also like to have their own medical 
adviser, particularly at their homes, if they can 
afford it. This would still remain a factor in the 
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situation even if health centers provide, as good dis- 
pensaries already do, that patients shall, so far as 
possible, see the same doctor on successive visits. 
Therefore it is important not only that this should 
be done, so far as possible, but also that the admis- 
sion of patients should be extremely polite and con- 
siderate. For there would always be, in the case of 
patients of limited means, a possible resort not only 
to patent medicines, but also to quacks, who would 
make up for their ignorance by their amenability 
to the wishes of their patients, and who would under- 
cut the fees charged at the health center. It must 
not be forgotten that while patients would, on the 
one hand, be attracted by adequate treatment at cost, 
they would also be attracted by private visits at their 
own homes, even from quacks, and easily repelled by 
lack of consideration at the health center. 

Another danger to be guarded against is the dan- 
ger of the stigma of poor relief. While it is true 
that health centers are specifically removed from 
any connection with the poor law, the danger still 
exists. If we may judge from the experience of 
dispensaries, conscious attempts to secure free treat- 
ment, on the part of patients able to pay for it, would 
be negligible; but nevertheless some such attempts 
would no doubt occur, and it is therefore necessary 
that the superintendent of the health center should 
be empowered to make enquiries regarding the 
financial circumstances of patients, and to make them 
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pay if they can. The superintendent, however, 
might make it his policy to draw some sort of 
disagreeable line between free patients and pay pa- 
tients — in some way stigmatizing the former, as it 
is practically easy to do. This would certainly have 
the effect of making all patients pay who could pay, 
and save the superintendent much trouble in investi- 
gating afterwards. But it might also drive patients, 
who really were unable to pay, away from the health 
center altogether. 

There is no reason why good health centers, like 
good dispensaries, should not be popular with pa- 
tients as well as economical and efficient in treat- 
ment. But this depends, as much in dispensaries as 
it would in health centers, on the policy and on the 
tact of the executive officer. Patients might only 
too easily be repelled from health centers. 

THE HEALTH CENTER AND THE PHYSICIAN 

Whether or not a health center functioned ade- 
quately would also depend upon the attitude of the 
local medical profession. 

We have observed the right of the board of man- 
agers to fix the salaries and fees of all physicians 
employed at health centers and sub-centers. There 
would be a small fixed nucleus of the medical staff, 
no doubt employed by salary — including a number 
of young men who now, for the sake of the expe- 
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rience, give their services free in hospitals and dis- 
pensaries. Salaries so paid, however, would prob- 
ably be calculated less the overhead expenses of a 
private practitioner, as they already are in some pay 
dispensaries. 

The specialists of the health center district would 
be invited to serve in the hospitals and clinics at 
stated hours. They would, no doubt be paid by 
fees, instead of giving their services free, as they 
now usually do in private institutions of the same 
nature; but these fees would likewise be calculated 
at less than private practice rates. 

Outside of visiting specialists and of the perma- 
nent staff, however, there would still be a large num- 
ber of doctors, both in cities and in the country, as 
now, not connected with any medical institution,* 
left out of the health center organization. But we 
may assume a far larger number of patients seeking 
treatment from standard health centers and sub- 
centers than from the present insufficiently developed 
dispensaries. We have already observed that the 
cure for competition between pay clinics and private 
practice is more pay clinics, and this is what the 
health center is intended to provide. Therefore it 
would be natural for a health center to employ on 
part time a great many of the doctors, not now con- 
nected with medical institutions, in order to take 
care of the increased number of patients legally en- 
titled to treatment. These doctors, unlike the full 



HEALTH CENTERS 179 

time staff, would be employed at stated hours, and 
probably paid, like the specialists, according to 
services rendered. 

In this way, first, many city doctors, not hitherto 
connected with medical institutions, would gain 
greatly from a professional standpoint, by establish- 
ing such a connection with a health center ; secondly, 
many country doctors would likewise establish a 
similar connection with modern medicine at sub- 
centers ; thirdly, all doctors, whether or not directly 
connected with the health center could use its facili- 
ties — that is to say, could bring patients there for 
diagnosis at a clinic, or treat them in the health 
center hospital, a state of affairs which would help 
all doctors to give better service to their private 
patients, and which both doctors and patients should 
appreciate; fourthly, the medical profession as a 
whole would be remunerated for many services 
which are now, as we have seen, either given free 
or not given at all ; fifthly, the centralization of medi- 
cal facilities in each district must result in an even 
greater economy of time and work than that which 
has already been observed in good dispensaries, and 
which alone makes it possible to examine large num- 
bers of patients without hurry, and to treat them 
with care. 

There is no reason to suppose that the medical 
profession would find anything to dislike in, or 
refrain from using, the evidently very great facilities 
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which the health center would place at their disposal 
in an organized way. It is, as we shall see, to be 
assumed that remuneration would actually be ade- 
quate, as the proposed legislation distinctly de- 
mands, and that it would usually take the form of 
payment according to services rendered, just as it 
would probably have taken that form under a health 
insurance law. But in the health center, as in good 
dispensaries, there would be a responsible executive 
officer of a centralized system — the superintendent 
— whose duty it would be to see, under orders from 
the medical board, that doctors should neither be 
expected nor allowed to hurry through their work 
of examining and treating patients. There is no 
counterpart to this responsible executive officer in 
health insurance, and consequently no adequate check 
either upon the tendency of patients to overrun cer- 
tain doctors, or upon the tendency of certain doctors 
to attempt to treat more patients than is humanly 
possible. 

Moreover, the position of a doctor serving at a 
health center, even under restrictions imposed by 
the medical board and carried out by the superin- 
tendent, would be quite unlike the position of a 
panel doctor restricted by a health insurance law as 
to the number of patients whom he might serve. 
For in the former case he would be an official of 
the local authority, with influence which some op- 
ponents of this sort of medical service have even 
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called the influence of a medical priesthood, and 
confined only as an officer of the army is confined; 
while in the latter case he would be merely the paid 
servant of a workingman's society. So far as the 
prestige of the position is concerned, there is no 
comparison. 

The medical opposition to health centers, which 
undoubtedly exists, is rather based on fear that the 
resulting advantages may be limited to certain doc- 
tors, instead of being extended to all. This fear is 
probably baseless. The cure for the competition 
between pay clinics and private practice is more pay 
clinics. The same is true of health centers and 
sub-centers. 

THE HEALTH CENTER AND THE TAXPAYER 

We have now seen that health centers, in order to 
be successful, must not be run in such a way as to 
antagonize patients or physicians. It is equally 
necessary that health centers should not repel tax- 
payers; for taxpayers provide the funds for all ex- 
penses, including both the proper remuneration of 
physicians and the cost of treatment of patients who 
have not the means to pay. Without their con- 
tinued support the system would break down. 

Taxpayers are locally encouraged to support the 
system, both directly and indirectly, as we have seen, 
by the character of the provisions for state aid. But, 
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on the other hand, they would be deterred from sup- 
porting the system by the least waste or extravagance 
on the part of the health center, or even, in a nega- 
tive sense, by the failure of the system to demon- 
strate an improvement in the health of the com- 
munity. They would, in other words, demand both 
that the expenses be cut down, and preventive results 
shown. Opposition on the part of taxpayers might 
for a time be offset locally by the indirect incentive 
to take advantage of state aid, but it would soon 
assert itself in a statewide manner by actually 
cutting off the legislative appropriations for state 
aid, thus hamstringing the whole system. 

The elected county and city authorities would, as 
we have seen, directly control the initial expenses of 
construction of health centers; they would control, 
through the board of managers, expenses for im- 
provements and for the salaries or fees of physicians 
and nurses; they would control, through the board 
of managers and the superintendent, expenses for 
supplies, minor salaries or wages, etc., as well as the 
expenses incurred through free or partly free treat- 
ment of patients admitted to hospitals and clinics. 
But taxpayers would in this regard be in exactly the 
same position — which has already been pointed out 
— of health insurance Funds. That is to say, tax- 
payers would be unable to calculate the expense until 
the building contracts were made, the salaries and 
fees of physicians fixed, the supplies bought, and — 
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besides — the number of free treatments established 
by actual experience. Since the resources of the 
whole community could be drawn upon, there would 
be no question of ability on the part of taxpayers — 
as there is question of the ability of health insurance 
Funds — to meet the expense, but there might be 
great question of continued willingness to do so. 

Some of the expenses are similar to those of public 
schools and their control is therefore well under- 
stood by taxpayers. In possible extravagances for 
construction, improvements, purchase of supplies, 
etc., there may be danger, but there is no unknown 
danger. Extravagances of this kind, however, 
would of course be destructive. 

The payment of salaries or fees to the medical 
profession, for service to the whole community, is, 
on the contrary, something new. "Physicians and 
surgeons/' reads the proposed legislation, "rendering 
services in hospitals and clinics shall be properly 
compensated for their services and boards of man- 
agers shall see that such compensation is provided." 
Were this the only channel of economy possible in 
the system, this provision might conceivably be 
nullified. 

It is, however, not the only channel. For the most 
direct charge to the taxpayer's account is the charge 
for free treatment. Taxpayers have proved them- 
selves not averse to adequate payments to men of the 
business and professional classes for the services 
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which they render to the community, provided there 
is no graft or profiteering; and there is no reason 
to suppose that physicians would be treated as excep- 
tions in this regard. But taxpayers do not regard 
the giving of something for nothing to anybody, 
however poor, with equal equanimity. When tax- 
payers demanded economy, therefore, the danger 
would lie in adopting a policy of treating the re- 
cipients of medical relief like the recipients of any 
other kind of poor relief, and of casting a stigma 
on all but pay patients. Poor law experience indi- 
cates that in this way the number of free patients, 
and therefore the expenses of health centers, could 
be very greatly reduced. 

How, then, can the opposite attitudes of taxpayers 
and patients to health centers be reconciled? Very 
strict economy in administration would do a great 
deal, and health center medical service is fortu- 
nately based on a systematic, and therefore economi- 
cal, organization. It would also be advisable that 
the superintendent, who is not a poor law officer, 
be required to charge a nominal initial fee for ad- 
mission tickets to the health center, as dispensaries 
often do, not only in order to make it more difficult 
to cast a stigma on recipients of medical relief unable 
to pay the cost of treatment, but also in order to 
reduce, in the interests of economy, the danger of 
valetudinarianism, just as the Danish insurance 
system did with such apparent success. But some- 
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thing more is necessary, if taxpayers are not to be 
antagonized. 

The best way for health centers to reconcile tax- 
payers to their expense is to demonstrate improve- 
ment in the health of the community, just as public 
schools justify their existence by demonstrating the 
results of improved education. The difficulty of 
doing this has already been pointed out, but it is 
most practicable — and most popular — in the case of 
mothers and infants, and of older children. In 
order, therefore, to popularize health centers, and to 
show their value to taxpayers, a policy ought at first 
to be adopted to make a very special effort — which 
the permissive and elastic provisions of the legisla- 
tion permit — toward the welfare of mothers, in- 
fants, and older children, working up from that 
point to the peak of the standard. For it is abso- 
lutely necessary that taxpayers should understand 
from the very beginning that they were getting their 
money's worth ; once they realized that, there would 
be much less trouble in justifying expenses for the 
expansion of health centers to their fullest extent. 

What the proposed health center legislation offers 
is to set an adequate standard of medical treatment 
for the whole community, and to provide encourage- 
ment to supply it by a practicable system. Should 
the system be established, and should it succeed, 
public opinion might after a time demand the sub- 
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stitution, if necessary, of mandatory principles, like 
those governing public schools. What is at present 
desirable, however, is first, the setting of the stand- 
ard; secondly, the necessary appropriation for the 
promised state aid; and thirdly, the example of ac- 
tual public provision of adequate medical treatment 
throughout some community to every man, woman, 
and child in need of it, irrespective of their means. 
This shining example is for the first time within the 
possibilities of practical politics. 



BIBLIOGRAPHICAL NOTE 

To readers becoming interested in the subject of the 
public relief of sickness, I should like particularly to call 
attention to the following five publications: 

i. "Report of the Health Insurance Commission of the 
State of Illinois," Illinois State Journal Co., Springfield, 
111., 1919. 

This is a voluminous publication of 647 pages, which 
sets forth the sickness problem in a large American state 
as no previous inquiry has ever done. Earlier investiga- 
tions of this kind were always made in times of unem- 
ployment, the result of which was to make it appear that 
the poverty caused by sickness was relatively less consid- 
erable than was actually the case in ordinary times. 

Part 1 of the Illinois Report deals with ( 1 ) the relations 
of sickness and poverty as actually established by a house- 
to-house investigation of 12,000 members of Chicago wage- 
earning families and by other first-hand investigations of 
institutional dependency and poor relief in Illinois, (2) 
public health activities in Illinois, (3) medical, hospital, 
dispensary, and nursing care in Illinois, (4) voluntary 
health insurance in Illinois, (5) summary and findings. 

Part II includes the reports of special investigations, 
the most important of which was, of course, the house-to- 
house canvass of the 12,000 members of wage-earning 
families in Chicago. There were also reports upon dis- 
ability statistics of certain voluntary insurance associa- 
tions, reports on insurance by commercial companies, fra- 
ternal orders, foreign benefit societies, establishment funds 
and trade union benefit systems, reports on compulsory 
health insurance in Germany and England, with a descrip- 
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tion of the movement for compulsion of the same kind in 
the United States, and reports on dispensaries and clinics, 
occupational diseases, health of coal miners, and health 
work in public schools in Illinois. 

It can be inferred from this summary how very ex- 
haustively the subject was studied, and how extraordi- 
narily valuable the work of the Illinois Commission is. 

2. "Dispensaries/' by Davis and Warner, the Macmil- 
lan Co., New York, 1918. 

3. "Social Insurance in Germany, 1883-1911," by W. 
Harbutt Dawson, T. Fisher Unwin, London, 19 12. 

These two books are detailed descriptions of two very 
different systems for attacking the problem of the organ- 
ized provision of medical • relief, while Dawson's book 
also describes a system of cash relief. Both authors are 
chiefly interested in an exhaustive exposition of facts, and 
neither allows himself to write in a controversial vein. 
It is unfortunate that no book exists on the English health 
insurance system equivalent to Dawson's methodical and 
calmly written description of the German system, but 
Dawson's book itself compares the provisions of the 
German law with the provisions of the English law, then 
passed, but not yet in operation. 

4. Robinson-Moore Health Center Bill, State of New 
York, February 28, 1921. 

5. Davenport Health Insurance Bill, State of New 
York, March 11, 1920. 

The two bills are legislative proposals, one based on the 
experience of hospital and dispensary organization, and 
the other on an adaptation to American conditions of the 
lessons of compulsory contributory health insurance in 
Germany and England. 

The five publications referred to above are recommended 
not only because they contain so much relevant informa- 
tion, but also because they are almost entirely nonrcontro- 
versial. But the problem is one of so many ramifications, 
all of which have been so exhaustively followed, that as 
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one writer observes, health insurance alone requires a 
bibliography of bibliographies, rather than a bibliography. 



1. Books 

"Social Insurance in Germany/' W. H. Dawson, 191 1. 

(English.) 
"Dispensaries," Davis and Warner, 1918. 
"Health and the State," W. A. Brend, 1917. (English.) 
The chapter on panel practice in England as it actu- 
ally appeared to an English expert in public health 
is exceedingly instructive. 
"Social Insurance," Rubinow, 1916. 
"Standards of Health Insurance," Rubinow, 1916. Very 

instructive. 
"Medical Benefit in Germany and Denmark," I. G. Gib- 
bon, 1913. (English.) 
Public Health and Insurance," Sir A. Newsholme, 1920. 
(English.) Addresses by one of the leading English 
experts on public health. 
The Prevention of Destitution," Sidney and Beatrice 

Webb, 1920. (English.) 
"Misery and Its Causes," Devine, 1909. 
"Diseases of Occupation," Sir T. Oliver, 1916. (Eng- 
lish.) 
Industrial Health Hazards and Occupational Diseases in 

Ohio," Hayhurst, 191 5. 
Life Insurance and Other Subjects," Dryden, 1909. By 
the late president of a large American industrial in- 
surance company. 
"Denmark," Howe, 1921. 

"Principles of Labor Legislation," Commons and An- 
drews, 1920. 
"History of Labor in the United States," Commons and 
Associates, 19 18. 
History of Trade Unionism," Webb, 1920. (English.) 
Industrial Democracy," Webb, 1920. (English.) 
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"Monarchical Socialism in Germany," Roberts, 1917. 
"Funeral Management and Costs," Dowd, 1921. 
"Unemployment," Beveridge, 1917. (English.) 
"History and Operation of Fraternal Insurance," Basye, 
1 921. 

2. Reports and Pamphlets 

Twenty-fourth Annual Report of the U. S. Commission 
of Labor, 1909; "Workmen's Insurance and Compen- 
sation in Europe," Vol. I, Austria, Belgium, Denmark, 
France, Germany. A mine of statistical information. 

Reports of the Health Insurance Commissions of Illinois 
(1919), Massachusetts (1918), Wisconsin (1919), 
Pennsylvania (1919), Ohio (1919), Connecticut 

(1919). 
"Report of Investigation into the Operation of the British 

Health Insurance Act," Ramsey and Tead, 1920. 
(For the Pennsylvania Health Insurance Commis- 
sion.) Up to date. 

Report of Sir. G. Newman, Chief Medical Officer of the 
Ministry of Health: "An Outline of the Practice of 
Preventive Medicine," 1919. (English.) 

"Interim Report on the Future Provision of Medical and 
Allied Services, Consultative Council, Ministry of 
Health," 1920. (English.) A scheme for health 
centers, not in the form of legislation. 

Report of the Special Committee of the American Medical 
Association for 191 9 on social insurance. 

Reports of the Committee on Health of the New York 
State Federation of Labor, 1918, including discussion 
of the health insurance bill at the conference called 
by the federation for that purpose. Very instructive 
from the point of view of organized labor. 

Majority and minority reports of the health insurance com- 
mittee appointed by the Medical Society of the State 
of New York, 1919. Very instructive from the medi- 
cal point of view. 
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Report of the committee, Sidney Webb, chairman, ap- 
pointed by the Fabian Society to investigate the 
working of the British Health Insurance Act, 1914. 
(English.) This is the most thorough criticism of 
health insurance in England yet published. 

Many reports of the U. S. Department of Labor, the 
U. S. Public Health Service, and the Bureau of 
Mines, U. S. Department of the Interior, dealing with 
disease and industry. Of these Hoffman's "Mortality 
from Respiratory Diseases in the Dusty Trades," the 
reports of Winslow and Greenburg, the reports of 
Schereschewsky, and the reports of A. J. Lanza are 
especially interesting. 

Report on Plant Disability Funds, New York State De- 
partment of Labor, 1921. 

Transactions Actuarial Society, 1920. 

Discussions of health insurance by Dr. Frederick L. Hoff- 
man, vice-president of the Prudential Insurance Co., 
of America. Opposed. 

Reports of the Metropolitan Life Insurance Co. 

3. Proposed Legislation and Laws 

The New York State Health Insurance and Health Center 
Bills. 

Public Health Manual, New York. 

Workmen's Compensation Law, New York. 

Labor Law, New York. 

Poor Law, New York. 

Occupational Diseases amendment to workmen's compen- 
sation law, New York. 

4. Magazines 

Labor Legislation Review (labor). 
American Federationist (organized labor). 
New York State Journal of Medicine (medical). 
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Weekly Underwriter (insurance). 

American Journal of Public Health (public health). 

Industrial Hygiene (disease and industry). 

The Nation's Health (public health). 

The Monitor (organized employers). 

Monthly Labor Review, U. S. Department of Labor 

(labor). 
Health News, New York State Department of Health 

(public health). 
Legislative Labor News, New York State Federation of 

Labor (organized labor). 
Bulletin International Labor Office, Geneva, Switzerland 

(tabulation of foreign labor news). 
Economic World. 
Economic Review. 

The magazines are of the very utmost importance. The 
writer finds it impossible, however, to tabulate the enor- 
mous number of articles which bear upon the subject 
Scarcely a week, certainly not a month passes, that some 
article does not contain new facts, suggestions, and criti- 
cisms brought forward at home and abroad by the medical, 
labor, public health, insurance, and employer's interests, 
almost all of which deserve the closest and most careful 
study. 
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